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^ ABSTRACT 



A relatively new institution— the qommynity Development Corporation 
-,-has emerged in recent yearns to help counter the continuing social and 
'economic deterioration of many of the nation's communities: Assessing 
the performance Of these- organizations is both complex -and Important , 
Recognition of this need motivated ^the initiation of this evaluation of 
three Ford Foundation-supported CDCs in relation to their stated 
objectives. The work centered on the examination, of CDC performance 
relative to output targets (milestones) that were both identifiable 
and quantifiable. The milestone targets, developed in 1973 'for the 
following year, were targets over which the CDC would legitimately be 
expected to have some control. In addition to reporting the findings 
on CDC performance relative to these targets, qualitative factors 
which bear importantly on the meaningful analysis and evaluation of 
CDCs are discussed. 
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^ . . • - -CHAPTER 1 . — ^ 

/ . " . ' INTRODUCTION . , ■ ^ 

This paper is a report of an eva]^uation study and about some key Issues 
involved in evaluating social programs. In February 1972, The Urban Institute 
was '"asked Ijy the Ford Foundation to investigate the feasibility of 4esigning an 
evaluation system for Foundation- supported coinmunity development corporations. A 
system. was subsequently desl^gned and partially implemented ovei: the period of 
July 1, 1972 to July 1, 1974. The major focus of the first round was the. assess- 
ment of the performance of three CDCs, Bedford Stuyvesant Restoration Corppration, 
The Woodlawn Organization, and The Zion .N^n-Prof it Charitable Trust, from July 1, 
1973 to July 1, 1974. The results of ^ the evaluation are reported here. 

From ^he outset. The Ford Foundation and The Urban Institute staff both 
treated^eriously the question of whether or not a usable evaliiation system^.could 
he devised for CDCs, In the report on the feasibility study, wej^rox^^ 

Throughout the discussions between Ford Foundation^nd Urban 
Institute representatives there was universal awareness and agree- 
*ment about the difficulties of accomplishing hard, q^antitative 
evaluations of CIX: activities. The Ford CDC program is appropri^ely ^ 
a high-rt.sk s6cial development effort and it is by no means clear 
that a credible and realistic quantitative evaluation can be accomplished. 

. ^ Aonajor reason for undertaking the evaluatioft is to further 
explore .the' possibility of developing qikntitative measures of the 
impact of innovative social programs such as/CDCs for decision 
maki'ng^^ ' / ' ' * 

Several approaches to improved evaluation izere explored while doing 
the feasibility study. These were*: 

(1) further analysis pf^past and current federal evaluations of 
programs related. to CDCs; 

(2) comparative analysis of .CDC and non-CDC instruments for 
, minor fty economic , development; 

O)/* quantitative milestones for the Ford Foundation CDC Program; 

. and . » < . ■ 

. (4) ' ptQject evaluation for the use of CDC directors* ' ^ 

, '\ ' 

a' The third alternative was chosen after discussions between Foundation offi- 

'* 

cials and Urban Institute staff. At that time, it was recognized that there' di4^^ 

n "Evaluating Ford-Supported^^ Coniaumity Development Corporations - A 
Feasibility Report and Proposal,'^ Harvey A. Gam and John Deutch, May 15, 1972, 



not exist a mujfetially agree/ set of criteria for the* determkiation of "reasonable*. 
performance'V by a CDC 

,Th6 miles t/nes contemo^ated in the selected alternative were to be quantitative 
targets set for ead^r CDC which took account of its funding levels, programs, and 
community circumstances. Data to be collected were to be used as a basis for 
generating ^'r^sonable performance" standards over time ^and documetvting CDC achieve- 
ments rela^ve to such Standards. ' - / 

y&oth the characteristics of CDCs and the state of evaluation methodology 
help explain the concern which was felt about how to determine reasonable perfor-- * 
mance standards. The wide variety of ins-titut^ons which call themselves CDCs, the 
relatively short time in which they have operated, and the atypical characteristics 
of J:heir operating environments make it extremely difficult to tell what criteria 
should be used in assessing them and,, hence, whether the CDC e^jperiment has succeeded 
or failed. Examples that might be viewed as successes an^ failures of particular 
atctivlties supported within the CDC framework can be readily found. But such ad ^ 
hoc examples are not particularly -helpful in painting a complete picture. 

Although there has been a considerable body of literature developed which 
discusses CDCs, a sufficiently broad and simuj-taneously^ detailed framework had 
not emerged which would permit conclusive 'assessments to be drawn about CDC per- 
formarrfce as we began our work. We attempted^ t6 develop a perspective which would 
hel[>^ improve understanding of what kind of an institution the CDC is (both in terms 
of its structure aild in comparison with other institutions), how such an institu- 
tion might be evaluated, and how key policy issues associated with its (Dperation 
and e^cistence can be add;ressed. This kind of a framework is required in judging 
whether or not the performance of a pafrticular CDC is reasonable or acceptable 
and in order to majce assessments about appropriate pOclicies. This, paper, thei:e- 
fore, is a discussion of some of the key issues involvi^d in approaching the analysis 
and evaluation of community development corporations as well as a report on their 
performance. r , 

tiov to- Conceive' of ^ CDC 

The conception of a CDC developed here requires- for its explanation sometKlng 
, tifore than a definition. There ^re so many variants in structural form, ownership, 

and program structure among CDCs that it seems fairly pointless tq become overly 
. enamored of a simpler definition. Some elements of a definition, of course, spring , 
forth from the name. CDCs. usually are corporations*-as op'posed to governmental 
bodies or more loosely kri^t bus.ljne.ss enterprises. They usually have an identifiable 
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set of Mnks with a particular community, although the nature of the linkage varies. 
And they us'ualiy are concerned with an array of programs that have development- 
political, social, and economic--as th^r stated purpose. 

This .mix of programs- -some with private market analogues and some with public 
(governmental) analogues-^is a distinctive feature of CDCs, however they are organ- 
ized.,' Typically, the activity- mix oi a CDC consists, in part, of direct production 
and provision of goods and services. In addition, CDCs mobihLze additional resources, 
including goods and services produced by^others, for use or distribiifion within -the 
community. They, also, intervene in the process of goods and services -^de-livery be- 
tween other producefs on 'behalf of their community residents". For example, CDCs > 
engage in operating some c"ommercial and business enterprises; providing assistance 
to other |kr^«preneurs ; previding manpower training; building, rehabilitating, and 
managing: housihg; providing -access .to welfare and related services; and dealing 
with public agencies (such >a^s the police, fire departments, and schools), on behalf 
of community residents. In short, they are hybrid organizations, quasi-private . 

and quasi^pubiic , , ^ 

'The local communitTes in which CDCs _ operate tend to suffer from significantly ^ 
worse conditions than the cifi4s in which they are located as a consequence of the- - 
J^roader social, economic, and political forces at work. These adverse' effects are- 
evidenced by. for^ example, high unemployment and underemployment rate's., low income 
levels, 'deteriorating housing, inferior schools, and high prime rates in the 
communities served. , The massive combination of such conditions in a-par^ular . 
community creates, a serious enough problem that residents, by individual action, . 
stand little' chance bf^ iinproving the situation significantly. Furthermore, /priv&te 
firms seeking the maximization of return on their investments- have .littlfe incentive 
to attack the overall problems, espec ially when bett^ alternative locations are 

available, f ' ' * . . ' ' 

The corrective mechanisift for this kind of situation is meant to be the ^ 

■ government, \ut it seems clear that the appropriate governments are not functioning ' 
adequately in this regard. Generally, governments^simply do not havethd incentives 
to' address problems of this kind at the community level. One reason this is true 
is that the appropriate governments normally represent a larger and more hetero- 

' geneous populatioiTthat includes the CDC community as oal^'a subset. Political 
consideratioi^s may preclude' a government's effort to redistribute income or goods ^ 
an^ services from one commtinity to another (usually less politically ' powerful) ■ 
community * . ' ^ ^ 

■ - : . ^ 11 . . ' . 



Some institution, therefore, is needed to ^^erform the combination of private 
and publib activities which address the collective concerns of the community, 
without, on one hand» being constrained to, maximize profits from Its priva^tje 
activities or,' on the other . hand, being constrained by the political interests 
of the broader city. A CDC, we argue, is such an institution- -one vhich takes 
as its primary o'bjective the improvement of community welfare, rather tl\an private 
profits,' sales, or re-election* Its performance, therefore, should be judged on 
a different basis from a' private firm or a broader, governmental entity. 

,tf the collective -activities of the CDC are' viewed as attempts to improve 
community welfare, the ultimate test of. its efficacy is the degree to which it 
does this given limited resources. The assessment of CDC performance relative 
to this objective, then, requires an understanding of the connections between 
resources, activities, and community welfare outcomes in the context of the 
special characteristics of'CDCs and^heir operating environments. In order to 
develop meaningful perfermanc^ standards for CDCs, in our view, these complex 
relationships need much mote serious exploration than they have received to date.. 

Throughout this study:,X)ne of our major concerns was to structure a way of 
thinking about these complex interactions that would provide a basis for more 
rigorous investigation of the issues involved in judging CDCs in their proper 
context. ' We have discussed some of these issues in, separate papers*^ Here, we ^ 
will identify' only a few broad cl^sses^^ issues which bear significantly on the* ' . 
analysis and evaluation of , CDCs.* ^ Then, after a brief discussion of the rationale, 
design, and process of the completed, initial phase of this evaluation, we will , 
move directly to the. report of our findings' for the three CDCs. _ ^ 

One major therq^ which requires attention pertains to the c onnec ti ons be tween ' 

CDC resources and outputs . It is important to notice that many CDC ^activities,' 

such as teSource mobilization, negotiations with public agencies, residents, and 

other producejrs of goods and services, such as eduaa*tional an^ health services, do not 

directly prodji^e identifiable goocis. The outcomes resulting from these and similar 

activities are not only more or less intangible, .but many are dependent iq part 

oij the i)articipation of other parties. In the case b.f health services, for example, 

''Prc/gram Evaluation afid Policy. Analysis of Community Development Corpora- 
tions," Ilarve^ A. Gam, Urban Institute Working Paper 0719-01-6, October 28, 1974; 
"Costs: Es/imation and llse in the Evaluatiot^ of CDCs," Nancy L. Tevis, Urban Institut 
Working Paper 0719-01-4, Ay^ust 1974; "On the Need for a Set of 'Community Welfare - 
WeightsV/for Community Development Corporations," Carl £• Sriead, Urban Institute ' 
Workinjgr Paper 0719-01-7, November 1974; "An Approach, to Issue Analysis for CDCs,'V - 
Harvey A. Gam, Nancy L. Tevis, Carl E. Snead, Urban Institute Working Paper 
071^01^, Aug5ist 1974. . ) * . 



the responsiveness, or role, 'of the beneficiary clearly affects the ultimate 
even though the CDC is held accountable as the provider of the health service. The 
min -implication of this feature of the CDC's program mix is that meaningful output 
identification is' both difficult and important. Careful attention should- be paid 
to th-e distinctions among different classes of CDC activities and what these .imply ^ 
fcfr interpreting variatio^is.. in output level s"^achieved. 

• ^ It shouH,.also, be recognized that the particular set of cumulative adverse . 
..c6nditions existing in .a community will produce variations i., the naturS and severity 

of constraint? on the operation of CDC programs^in different communities. - Similarly, 
the mix o-f activities and degree of emphasis on particular programs are likely to ^ 
vary across CDCs because^ of differences in the set 6f community problems feach CDC 

• is.att6mpti(ng to addresgV .These considerations ai^e crucial to the development of 
appropriaiT^ expectations about output levels whiclr^can be achieved for given re- 
source exoenditures. Such standards do not now exist. and if T5hey are t6 be meaning- 

' fui; shouSt^:^porate tfhe differential effects of the'se special cpnstraints on 
^ the- production. possibilities (feasible resource-output combinations) of CDCs. 

But one wants- to know more than what output levels are possi-ble. . One, also, 
"twants to know how' important or valuable the outputs are to the community being 
^served. This requires ' the' development of valuation criteria or rules for attaching 
.. relative values' to different" outputs. In many evaluation studies, an assumption ^ 

is made that the worth of an o^atput is accurately reflected in its market price.. 
■. Thaffs, a house is voirth what the purchaser pays or a job is worth what the ' 
-/employee is paid. This frequent assumption is . inadeqiatj^ for bur purposes becausl 
' it ignores the cumulative. advp*e conditions and extemalitied which-are well recog. 
-nized to cause discrepancies between "mAckef', value and -social"" value and bet^ause 
it implies that the value 5f the output rb* an individual is equivalent to its vaWe 
•to the -community. If neighborhood , effects are not completely accounted for by 
' variations in the price of housing, there wiil be a^divergence between fhe price ^ . 

paid for a house and ies utility to the owner.2 if home ownership provides ^ositiye^ 
' neighborhood effects-. (appearance, maintenance, increased sense .of- stability and - ^-^^ 

■ security) , the gains tcy the" community are greater than the gains realized by the 

hoaie purchaser* .:in shor't, some mean^ of reflecting community' value is requ-ired. 

-J We distinguish between the production of goods and service provision, j, . 

Within the service group, ve further distinguish: (1) those y^ich affect tangibtfe^ 
assets; (2> those which affect client attributes or chara&<;eristics ; and (3) brokerage 

■ ^serv^s. ^^-^^-^^^ niarket and social" value coincide' (it is argued) in those cas^s 
' wher?tKe market opeiites • perfectly ; but not otherwise. 



■The itrocess of deriving^^appropriate methods for attaching such relative 
values to CDC outputs from the connnunity's point of view is difficult because there 
is no definitive basis for generating community values. One possibility, obviously, 
is to systematically sample the population of the coramunit-y. - There^re many problems 
wi*th attitude surveys^ however, particularly in designing survey 'instruments which 
measure both the level and intensity of preferences and in in^terpreting response^. 
In any case,, the level of resources available for this eva^^oiation study precluded 
a formal sample survey. ^ 

Giveir~th:at-a.--SAtis factory survey was not feasible/wi thia the resource 
' constraints of the s.tudy, an alternative method of assigning relative valu6s to 
CDC outputs was developed. Essentially, the idea^ehind the suggested method 
was to express, in quantitative terms, factors whicn\produced a need for a jcoramunity 
organization such as a CDC and to use these factors to weight outputs (expressed 
in either physical or monetary units). We suggested that ifsall communities withim 
'"a metroj)olitan area had the sameokirid and ^degree of problems, there wodld be no" 
special need far a community organization to deal with these prcxbletna>\Similariy , 
if , all comm<inities were alike their "^condi^ion would not provide any basis fot^^j^f- 
ferentially allocating resources among communities. 

These arguments, suggest developing weighting factors which are ratios of ^ 
conditions in the community relative to the rest of the city. We called these ^ 
factors ''community welfare weights** to distinguish them from market prices which 
are normality used to weight outputs in. benefit terms. More technical aspects'" of 
such a* weighting system are discussed elsevhere. .It is sufficient for purposes^ 
of thiV summary to state that one effect, of using these weightsjbs to , attach more 



significance to activfities which address the sources of ,greatest\ disparity between 

the .community and the city of which it is a part. Another effect\i9 to provide 

clues to funding sources or CDCs' in^ their choice of program conlponemis. • - . 

A » third major area which bears importantlV on the meaningful analysis and 

evaluation of CDCs we might refet to as institutional-comtminity dynamics . It ^ ^ 
»^ , V ■ . ^ ' 

1. Recent developments in thi& area show promise for future application. ^ 

"An Approach to Issue Analysis for CDCs," Harve^y A. Gam, Nancy L.. Tevis, Carl E. ^ 
fliead, .tirban Institute Working Paper 0719-01-3, August 1974^ 

2. "The Integration of Equity tod Efficiency Criteria in Public Project - 
' Selection," Harvey A. Gam, Martin €• McGu ire. Economic Journal , Volume LXXDC, ; 

December 1969. Reprinted in Ttedistributipn to the Rich and ,the Poor,^ Thg Grants ' 
Economics of Income Distribution , Kenneth E. Boulding\and Martin Pfaff, eds.," ' 
Wadsworth Publishing Company, Belmont,' California, l^T^f^ ''Problems in the Cooperative 
^ Allocation of Public Expenditure^," Harvey A. Gam, Martin C. McGuire, Quarterly ' 
Journal of Economics , Volume LXXXIII, February 1969; "On the'Ne^^ for a Set of 
•Community Welfare Weights' for Coinnunity Development Corp'orations," CarL E> Snead, 
Urban Institute Working Paper 0719-01-7, November 1974. \, . 
" / ^ 



seems clear that many of the major issues pertoining to the. prospects for CDCs , ^ 
will require analysis of the major interactions >un.c5ng three separable groups: ^ 
(1) actual or potential development supporj: insfeltutiousV (2) the CDC^as a devel- 
opment institution within a cormifunity; and (3) community group interests or the 
particular intere,sts of individuals in the community^ Both qualitative and quan- • 
titatiye itif omation about the key variables "Vhich aff^t the highly complex, mutual 
interaction among these g.roups needs to be developed in order to assess the problems 
and prospects for CDCs as institutions which must mobiliz4v>any of their resources 
from one group- -dey,elopment support institutions— while attempting to allocate 
those resources. in ways wh.ich relate to the needs and interests bf ^another^oup-- 
their community constituents. It is, important-- to resource suppliers, the CDCs, 
and- the community- -to understand the potential conflicts implicit in this situation^ 
'and to develop arrangements in which such conflicts, can be resolved or ameliorated. 

Of the three broad ca'tegtjries df issues noted above, the initial evaluation 
focused {>riinary attention on "the first area of concern: the connections between 
CDC resources and outputs. 'In particular, the ob'^jective of-_ this phase was to 
•determine what the specific outputs of CDC' activities are expected_Jo be (milestones) 
and the levels of ;these outputs (qfuantified milestones) which are achieved. This 
kind of information provides one o^ the components necessary to generate reasonable 

performance standards. , ^ '- 

The -establishment and examind:tion of performance relative to such milestones, 
therefore,* are at the core of this ev^uation. We worked with CDC managers to-/ 
establish^lestone targets for essentially all of the activities of the CDCs. \ ' 
Our major pu^^^ses in working with the CDCs to Establish targets tor >the. outputs 
.of the CDGS7-4nT~^ddifiQQ^to their immediateTuse in ouc- evaluation, were<f- first, 
"to emphasize that the 'effec^t^e'^nagement- of diverse activities, such as those' 
customarily carried out by CDCsxVequires the setting of tangible output goals; 
and, second, to initiate within theM^Cs a process by means' of which such tangible 
output goals could beu established ir^ a>ystematic way. . 

''Tangible'' is used here to distingut^ targets, ^uch as .AumbeT of liousing 
units to be rehabilitated or square ^eet of , industrial space to be filled, from 
important, but less ^chievabU, .outcomes , such aVfchanges in the com(n*i*iitjr' s 
unemployment rate, median income level, or-tcrime rab^ At the beginning of -th€" 
evaluation' process we emphasized tq bo;th the Founclati\and' the CDCs that quan- ' 
tirtative relationships between outcomes , such as tl^ose ideated .by the latter 

~ l.\ '*An Approach to Issue Analysis for CDCs," Harvey A. Garn, Nancy I!*.,,Tevis, 

Carl E.'sneadT, Urban Ins£^.tute Working Paper 0719-01-3, August 1974. 



set of variables and the levels ;of CDC activities, were virtually impossible to 
establish. *We recognize, of course, that the long-term goals of the CDCs are to, 
initiate and participate in communtty-orierxted processes which will have, thej^result 
of improving overall conditions in the community as they mig^tbe^ expressed, in such- 
general indicator^. Shorter-run CDC goials, howerver, should not be stated in terms . 
of, changes in such indicators. Th^s is djue to the fact that variables, ,feuch as 
the unemplojmient rate and comtQunity income level, are influenced by mai;iy factors 
ou|:side the control- of the CDC. > It is virtually impossible to establi^h^ quanti- 
tatively, the degree to which CDC activities contribute to observed changes in 
sjuch variables, "^l^he milestone targets, therefore, rjelate to outcomes over which 
the CDC can legitimately be expected to have some Control. Chapters 2 through 
5 discuss tfie mile'^tones relative to performance from July* 1, 1973 to July 1, 1974 ^ 
for the entities of the three CDCs evaluated. 

ALthough milestones were e ^ab lished with each CDC, more needs^to be "Sone to 
formalize and use this processcwithin the CDCs* In general, the milestone targets 
were es^tabllshed "^in conversation^ and commtfnications between the indivi;dyal managers 
and staffs of the subsidiary organizations of the CDCs and our staff. this initial 
phase of our evaluation, the implications of the output targets set within each sub- 
sidiary activity were not considered in aggregate in terms of tlieir implications for 
the total' CD€ -effort.^ \^ ^ ^ 

A potential value of target setting,* aside frcmr review by funding sources,, is 
that it tan prpvide a mechanism f o^ all of the senix>r managers of the CDC to consider 
potential t^ade-offs among program activities in a systematic way. The process 
of setting milestone targets can be f orTttiaJly*^stri^ — IiiJlvIJu aj, maiiagera initially 
^arT^s^t^^autpi^ conjuncti^tT with , the evaluation staff • After this is ^lone, 

meetings with^aTl^-af^vthe senior manager's of the CdC^ should be held to consider the 
joint implications of possible trade-off s between these individual output targets. 
The lac4 of such a formal [Srocess^at^the beginning of this evaluation is not a 
criticism of the CDC management during tKS^^4ai±ial phase of our evaluation. Estab- 
ll^iiing the possibility pf milestone target settin^^ndLlts possible us^es prior to ♦ 



attempting to make the process a more' formal planning mechaml'sm^ks essentials 



In the work reported here, therefore, the development of consistent information 
•about"^"out£uts and* output targets occupied a major p'ortion di the time avallkbj^.^ 

1. Many of the milestone categories were utilized during the evaluation period » 
particularly in the Restoration Corporation, for in-house reporting and review. - This 
caxi lead ta more interactive forward planning and should be encouraged. 

2, In this process, we attempted to reach an effective compromi/re between the 
amount of information we solicited directly ^in interviews with CDC staff members 
and the amount of information we derived from documentation provided by 'the CDCe. 



\ 



Initially, we visited each CDC to discuss programs- and solircit infonnat^on, bc^th 
verba.1 and documdnta^, from CDC staffs-. We tlhfen compiled an extensive list bf 
^ possiW milestones. We discussed these .variables and our initial" data deriva- 
tions with the CDC staffs, for suggestions anfe clarifications' of some of Che da^ta. 

The next step was to develop ccinplete milestone tables for each CDC activity, 
' which'included the variable!, and quantity of jeach milestone variable produced £n ; 
: . the period, July 1, 1972 tc^ July 1.* 1973. "orj a subsequent visit to eacl, CDC, wfe 
consulted with' the appropriate stif^-qjembers Ito develop a set \)f targets £o^ ' 
: • accaupiishment over the period. July 1, 1973 to July.. 1, 1974.^ These targets 
were established early in the above time j)eriod. On our last"^^-t-a| vikts, 
. data on the actual quafitities of t.he milestones achieved' were- gathered. 

During .the course of these visits, extensive material was obtained froin 
each CDC. (including financial data) .which described CDC programs and activities 
. more.bioadly th^ the quantitative data included in the milestones. These material 
were reviewed and analyz*ed by our staff between visits to tlje CDCs.. 





/ 



/ 



ERIC 



'17 



\ 



• • \ CHAPTER 2 

; ' ^ THE BEDFORD STUYVESANT RESTORATION COPIPORATION 

The' Bedford Stuyvesant RestOratiim Corporation 'is the most widely known ' , 

, CDC participating in this evaluation and, p^haps, in the natioa. It is, also, / 

the largest CDC which. has been created to serve .minority communities. Restoration's 
, prominence is attributable Jjpth "^to the circumstances suurouh'ding its creatidn*.iti 
1967 as the first, CDC to be funded under the^Special Impact Program and its demon- 
strated ability to retain sljbstafttiai funding. 

. In 1966, Bedford Stuyvesant *s severe problems, of physical and economic decay 
. and increasing .Vocial bitterness' cajjght the attention of Senato^rs Kennedy and ^ 
Javits. The 'pressing need for a solution to the critical conditions existing in ^ 
Bedford Stuyvesant and other communities with similar pfob^L^ms prompted the Congress 
to pass legislation, introduced by the Senators from New/York,^^tablishing ,the 
Special Impfifct Program'. The purpose of ^this amendment, vto - the Economic Opporti^ity 
Act was "to establish special programs . . directed .wf . . . have an appreciable ^ 
impact in such ccjmmunities and ueigt^ophoods ^n arresting tendencies toward depen- 
dency, chronic unemployment, and rising communi^ty tensions . . 

Whether or not the SIP amendme^ifjjqutd^ have passed Congress withc^t the 
' specific program envisaged by^etr^tiy^aide^ for Bedford Stuyvesant; at the time 

the\ legislation was^>»t;foduced is^debatable . The Bedford Stuyvesant program, 
• however, of€<^reci( a promising new approach and had substantial 'support .irom New 
■ York*s business and 'financial community. Specifically, the plan was toymg^ge 
the resources*"^ of government, busine^ss; and local residents to launch a compre- 
hensive' redevelopment effort in Bedford -Stuyvesant . Two separate, tax-exempt 
' ^ corporations .were established which would cooperate in implemetftlng the program. 
The Jlestoration Corporation, representing about 400,000 local rea)idents, would be 
.responsible for itnplementing specific ^ctivities assisted by it3 sister corpora- 
• tlon, D 6c S,. representing ^eistablished business and financial interests in New York^^ 
I As joint sponsors of the Bedford Stuyvesant pr^pgram, both corporations required ^ 
the support of the federal government in order to carrf out their plans. 

' i; Public Law 89-794^ 89th Congress, H. R. 15111, November 8, 1966, "Economic 

Opportunity Amendments of 1966," Part.D-.-Speoial- ImpQdt Programs, Sec. 131 (a). 
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Subsequent to fehe legislative passage of the Special Impact Program, Restora- 
tion and D & S became the first organizations to receive financial assistance. In 
June, 1967, the corporations began operations with an $8,6 million three-year 
contract with the Department of Labor. The Ford' Foundation contributed to the 
initiation of the program with a $750,000 grant for the ^irst year at operations, 
$1 million 'during the second year, and $1.8 million during the third year. 

As far as we know, no other minority CDC has been conceived and implemented 
with as large a level of financial, political, and business support. as Restoration 
received in its early years. These beginnings have had a significant influence on 
the evolution of Restoration as a CDC with a sophisticated corporate structure and 
strong tnterpal organization. Continued growth' in expenditure levels during recent 
years demonstrates the coi;porat;ions * success in maintaining the external support 
of both the private and public sectors. In fiscal year 1974, the yfiar coinciding 
with this evaluation period. Restoration's expenditi^res reached a level of $-14.5 
million, about 60 percent higher than fiscal year 1971 expenditures of^$8.9 million. 
The Ford Foundation conxributed more than $1 million^ during this period • .Increas- 
ing assumption of managerial and operational responsibilities by Restoration in 
recent yfears,' culminating in the merger of remaining D 6e S staff within Restoration 
in 1974, is indicative of^ Restoration^ progress with respect to intern^il develop- 
ment. Restoration's institutional development as a vehicle for the rev italiza tion 
of Bedford Stuyvesant has followed a relatiyely steady and even path.' Unlike some 
other CDCs, it has not deviated significantly f rom 'JLts original cotirse, but has 
wdrked to formalize artcTtefine the basic premises underlying its initial design. 
In terms of an overall strategy for improving the quality of life in Bedford 
Stuyvesant, Restoration has maintained an approach concentrating on programs 
directed toward" the physical and economic development of the area as well as social 
service programs. * * ^ * 

This chapter is a summary discussion of Restoration's" specific' activities 
and performance during the period of our evaluation, particu^rly during the mile- 
stone. year July 1, 1973 through July 1, 1974. Some general observations about the 
structure of Restoratiotti ptograms are necessary to put the individual activities 
Into perspective. ' ^ ' * ^ , 

As of April 1, 1974 all Restoration programs and subsidiaries were reorgani^^ 
into three corporate divisions: (1) Physical Development Division, (2) Economic^ 
Development Division, and (3) Non-ppo^it Community Program Division. The, fir 
two divisions contain the programs which are currently considered profit centers 
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or potential profit centers. The Non-profit* Community Program Division contains 
programs in the development stage»which may or may not become profit centers in 

the future. * * , * 

Community development corpora tions'^, like Restoration, contain both profit 
and nonprofit centers and recognize that subsidization oa a long-term basis for 
all their activities is unlikely. They have responded to this recognition in 
^ two ways--first, by increasingly organizing their 'activities in ^uch a way as to 

. clearly identify activities which may become profitable, and second, by emphasizing 
that, although they strongly desire self-sufficiency, becoming seliE-suf ficient is 
- ^.'^ likeljj^ to take a considerable time* " * ^ 

The major funding source for Restoration (the Special Impact Program) has 
increasingly emphasized self^suff ic iency through physical, conimercial, and economic 
development.-^ This Emphasis is reflected in Restoration's SIP IV proposal, where 

they say : . ^ ' ' 

In 1966, we were a vision; in 1967, a reality; and in 1972, >--r.»v 
we have become the' prime force in the rebuilding of a vast ghetto y": - 
through physical ^development , economic .development and a spiritual /, '"^ < 

rededication of people. We want a stake {n the future, -an equity * * ) 

s,take that will allow "us to truly participate in this great enter- 
• prise. A continuing Effort is not built on grants and debt, but - - 

on capital. ' - ^'^^ 

. the principal theme -for the first half of SIP IV, 
although' it may not be frequently'artirPul^te^ in this document, 
is Lhe consolidation and ref inement^of programs, companies, and * 
concepts that are already Lj:i place. 

A recent reorganization of Restoration is a step in ^consoll^datl^n and* refine- 
ment. The Physical Development Division brings toge1^^"^der one vice president ^ 
the following entities; * . * • - * 

1.^^ Restoration Development Corporation (RDC), ' 
V 2. Res tor at ion ^Development Corporation Commercial Center (RDC-CC), 

• 3. Restoration Construction Corporation (RCC), f\ . ' ^. ' 

* 4. Restoration Funding Corporation (RFC), 's 

5. Sheffield Rehabilitation Corporation (SRC), and' - 

6. Property Management aad the FHA Securing and Maintenance Program. 
These entities carry out activities concernfd with acquiring and utilizing prop- 
erty, constructing commercial and housing stock, rehabilitating housing,* and 
managing it. Additionally, thre Restoration Funding Corporation prqyi'des^ services 
to facilitate home purchase by community residents. , 

' n See National Advisory Council on Economic Opportunity; Sixth Annual 

, Report. June. 1971 , Washington, D.VC., U^S. Government Printing Office, 1973. . 
-2. Proposal for Grant Under Title VII, Part A of The-Economic Opportunity 
Q Kct of 1964, as amended for Special Impact Program IV in Bedford-Stuyvesant , 
Brooklyn, Ue« York. ^ • 20 ^ 



The Economic Development Division contains investment and loan funds, 
management and technical assistance functions ,^and 'those busiriess corporations 
wholly owned by Restoration. Included in the first category are the local business 
development fund, the industrial development fund, communications investment fund, 
and the equity investment fund. The management and technical assistance functions 
of* the Economic Development Division are not currently conducted^ as a separate* 
corporation. 

The Non-profit Communi-ty Program Division contains the following programs: 

1. Area development, including five neighborhood centers run by 
the Risstoration C«>rporation, • ^* 

2. The Comprehe^\sive Manpower Program, 

3. , ,The Construe tio^ Worker Training Prograttf; 

4. The*Home Improvement Program, \ . - 

5. ' Day Care Program, . . - ^4 

6. The Health Center Program, ^ . . 

7. ^ The Billie Holiday Theatre, 

8. .Research, Planning, and Evaluation section, 

9. Public Information, Government Relations, and Fund Raising*, 

The expenditure levels and relative emphasis on the three major programs 
from 1970 to 1974 are shown i-n Table 1, Combined physical and economic develoij^ 
mexit expenditures have almost doubled over this period, Non-profitT program 
expenditures have increased by about 50 percent, 

A'V . Physical Development Division ^ i. 

The Physical Development Division brings together t|>e^ subsidiary and ^ 

divisional entities related to real estate development, housing, and construction. 

Real estate development has been a major component of R,estoration*s program from 

the beginning, but is now seen as ^a. major focus for the Corporation. 

\ - During our evaluation, the' Physical Development subsidiaries for which 

milestones were established were: 

^ 1. Sheffield Rehetbil-itation Corporation--a nonprofit corporation 
for purchasing j^operties to be rehabilitated, planning the 
rehabilitation, arranging financing, and super.vising construc- 
tion work; 

2. Property Management Group--a subdivision within Res-toration 
for managing Res£oration-owRed vproper ties and the FHA Securing 

' * and Maintenance Program; 

3. 'Restoration Funding Corporation — a for-profit mortgage company; 
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EXPENDITURES ' . 

Fiscal Years Ending June' 1971, 1972, 1973, Vnd 1974 





June 1971 " 


June 1972 


June 1973 


Jtine 1974 




Amount 

($) 


< 

Per- 
cent 


Amount > 


Per- 
cent 


Amounc 

($) 


irtSL T 

cent 


ntUlJUllU 

($) 


cent 

















• 


• 


Physical Development 
* Community Facilities, 
Housing Rehabilita- 
tion, Construction,, 
6c related^activities 


4,379,419 




5,964,762 




6,558,607- 




9,754,763' 




Mortgage Pool 


133,271 




. 150,970 




181,906 




219,464 




Federal Housing 
Administration 
activities ^ , 


463,450 




■ 593, ^^►6 




408,020 




576,709 


• 


Total 


4,976,140 


( 56) 


5,808,778 


( 60) 


7,148,533 


( 59) 


10,550,936 


( 72) 

k 


Economic Development 
Business Dev.e lop- 
men t Loans equity 


r 

•1 ,201,04 1 




ion 907 








636,220 


■* 


Othei^ 

iocai , 


620,462 




510,662 




CIA COT 




' A 9 n Q Q 9 


>• 


1,821,503 


(l20) 


1,300,869 


( 14) 


1,932,973 


( 16) 


1,057,^2 


Non-Profit Community 
Atea Development . 


754,336 
173,953 




925,273 




1,070,311 




985,557 




fIomnrph#>ns i VP Man— 

power 




234,432 




24^59 




207,^43 




, Community Services 


114,185 




121,988 




381,895 




349,861 




Total 


1,042,474 


(• 12) 


1,281,69^ 


( 13), 


.1,694,665 


( 14) 


1,543,361 


( 11) 


/ 

Central Administration 


1,110,013 


( 12) 


1,201,863 


( 13) 


1,289,722 


( 11) 


1,383,028 


( 10) 








• 










j 


Grand Total 


8,950,130 


(100) 


9,593,203 


(100) 


12,065,893 


(100) 


14,534,537 


(100) 



Source: The figures are compiled from previous financial statements and are approximate 
because of shifts in organizational.,structure over the years. Depreciation is 
excluded. . • , 
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^ 4. Restoration Development Corporation of Bedford Stu] 
/ • --a for-profit develojitnent company; 

5. RDC Conmercial Center, Inc. --a for-profit corporation for 
developing) building, leasing, and operating* the Commercial 
Center; ^ 

6. * BSR Construction Company--a for-^-profit general contracting firm.^ 
Each of these entities are discussed below. Th^ Physical Development 

subsidiaries are a tarvgible representation of the importance of real estate 

development in Restoration's overall strategy, and of the recognition ^hat Bedford 

Stuyvesant has a stock of housing and other structures which are worth utilizing 

li- 
as a major asset in attacking the community's problems. 

1 Sheffield Rehabilitation Corporation 

The Sheffield' Rehabilitation Corporation was organized as a nonprpf it cor- 
potation tn Det:eraber, 1969. The corporation was set up to buy and sell real 
property in Bedford Stuyvesant. Aside from its ownership role, SRC engages in 
renovation of property which it will either hold and lease or resfell . 

There a.re plans to link the rehabilitation program with the RFC mortgage 
pool as renovated housing becomes available for sale* RFC did not expect these 
plans to materialize before 1975. The rehabilitation jp^rogram of Sheffield Reha- 
Mlitatton was linked, for a time, with, the Restoration Construction Corporation. 
Sheffield RehaBilitation developed the plans for rehabilitation, including archi- 
tectural design, financial' feasibility , clearances, and financial arrangements • 
Restoration Construction Company was used as the general contractor for the 
^construction work. This arrangement has since been changed as a. result of several 
problems with the performance of RCC, and its subcontractors. Sheffield Rehabili- 
tation is now actipg as the genera/1 cptitractbr for renovation work> in addition to 
its other responsibiiities . SheffiefB Reha1)ilitatiotk is linked to Restoration's 
economic development objectives through its us^e of local minority subcontractors 
where feasible. 

The^e -linkages with other programs are cited because Restoration views its 

real estate development programs as activities which, enhance economic developmjant 

* **• 

goals as well as housing* goals • In the SIP IV proposal. Restoration states: 

Real estate development is involving local residents at all 
levels so phat the wages earned and expertise derived therefrom will 
remain in Bedford Stuyvesant.. The Corporations are- shaping their 
real estate program to further this goal.. The builder, the. developer, 
the architect, the engineer, the general contractor, the sub-contractor. 
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the laborer, the property manager, and ^e mortgage j roker should 
. all be Bedford-Stuyvesan^: residents^* 
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The .fundamental direct goal of SRC, however, is to ''efficiently repair and renovate 
housing units which are structurally sound itx^rder to help arrest the physical 
deterioration of Bedford Stuyvesant. In practic^this means acquiring properties, 
planning the needed work, arranging financial packages, and, now, supervising 
construction- - ' ' 

Early experience with th^ program, beginning in 1968, was valuable as a 
learning device, although Jobs sometimes took lander than expected and as ^ ^result 
units were more costly to complet^. This exT^lains*, at least in part, why only 27 

units had been completed as of July 1, 1972. Restoration concluded from its 

i 2 ' ^ . 

experi ence tha t:' 

(1) the rehabilitation program has both a strong v4^al ahd 
« economic impact; 

(2) unit costsoof acquisition and rehabilitation are lower than 
unit costs of new housing- for cblnparable quality;3 and 

(3) operation of the program led to the development of "sound 

. prcteedures and techniq^ues ^ , , 

Clearances through the required bureaucratic ^chi^nery and development of 
financial sources'^have been mdjor ^problems . Building Department approval is re- 
quired on all rehabilitated uAits p^rior td c ori:^ true t ion , and, in turn, constrtuction 
is subject to approval prior to obtaining certification of the unit for occupancy.- 
Such requirements exact a toll both in .terms of time and*funds( Funds, of course 
are not overly abundant for rehabilitation work. The federal government initiated 
a moratorium on all such, work during our evaluation period. This adversely affected 
the achievement of milestone targets. Sheffield Refiabilitation has been seeking 
funding sources otl>er than the federal government. Although this effort has.not 
yet resulted in ^ny completed units, 'numerous alternativesjiave been explored' and 
delays due to funding should be reduced. 

T The adoption of this gpal reflects an awareness of t{^e systematic inter- 
connections required in major efforts. 

2. Thege observations are from the SIP IV proposal. / , ' 

' 3. Restoration estimates that curr|Jtt^cquisition and rehabilitat;±»n costs 
ate about 60 percenf of .the costs of hew W)u^ng. The airthors of Ip^ SIP IV pro-^ 
posal sta*te: "The uiiit costs of aqquisition and rehabilitation, v/hile too high to 
permit resale withliTthe FHA subsidized home mortgage limits, are substantially 
lower than unit costs of new construction." Since the writing of the SIP IV pro- 
posal Restotation has informed us that "Some of our rehabilitated sproperties have 
b,een sold; several others- have been completed at a cost within the FHA insurance 
j^ximum. Further, even for houses where the tot^l project cost, exceeds the FHA • 
maximum, sales can be made if the buyer can provide the required dowrt payment or 
If we are willing to take a personal note from the buyer." 
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' . , The funding alternatives include: conventional financing with Restoration 

equity, co-op financing, and municipal loan financing. Conventional financing 

arrangements/taK^e proven to be the best source. Restoration interprets the 

willingness bf conventional financial s^|urces to joiti in rehabilitation as a 

positive sign and vote of confidence in Sheffield Rehabilitation Corporation's 

efforts. They wrirte?" 

. ^ ^' Our prime' indicator of the health of a community is the 

• availabilj^ty of uninsured conventional financing for both purchase 
and rehabilitation. These commitnaents represent. a certain degree 
of confidence in the stability and potentiaj/^f a community on the 
part of the business community.^ 

^onve^^ional. financing is advantageous because resale is not limited by 
FHA maximums. On the*other hand, it requires Restoration to take a substantial 
initial equity position. National banks will provide f inane ing iln some cases up 
to. 90 pe;tcent of the appraised value of the property; city banks will only go to " 
70 percent. The banks, of course, use their ovm appraisers and the appraisal is 
sometimes too low for the package to be feasible to Sheffield Rehabilitation. 
Relief on some propei^^ties might be obtained through favorabl^e rulings on tax 
abatement by the City of New York. The primary tax exemption and abatement, • 
called J-51, requires completion . of rehabilitation work before properties become 
eligible. Restoration expects requests for such rulings to be favorably reviewed 
as they hav^ been in the past. In addit;ion, assessment challenges may be filed, 
a process which has proved successful on. some properties in the, past even though 
it takes considerable time. 

Thus, in spite of the continued low volume of finished work over the past* 
. two years,, the situation looks more promising for Sheffield Rehabilitatidn Cor- , 
poratipn over the next two years, barring unexpected adverse decisions on taix 
abatement or a failure by. the City of New York to certify construction on the 
lOO units now before them, as a result of the c'onventional financing/ arrangements 
which have been made. 

Milestones and Achievements . ' ' - \ 

The milestones and actiievements for Sheffield Rehabilitation are shown in 
• Table 2. The milestones established for our evaluation seem much n^ore realistic 
than the 5D0 unit per year goal in the SIP IV proposal. Even so, thdre has teen 
a significant shortfall in complet^ed units. With jrespect to earlier years, how- 
ever, the 50 units completed during the last year represent an increase in vblume. 
1. - Quarterly Report > July, t974* 
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' -Table 2 ' 

./SHEFFIELD REHABILITATION - SELECTED MILESTONES^AND AC 


I^EVEMENTS 




Actual • 


Expected 


x Actual , 


■ ) 
I 

/ 


• 

As of 
7/1/73' 


During 

7/1/72 to 
■ 7/1/73 


As of. 

'7/1/74 
\ - 


During . 
/the veB.r 
7/1/73 to 
7/1/74 


As of 
7/1/74- 


During 

the yeaV.^ . 
7/;/73 to 
7/1/74. 


1\ ,C^ned units scheduled 

for -rehabilitation 
2\ Units rehabilitated . 


441 

, 58 


31.. • 
31 ' . 


309 
190 


ir 

«^ 132 

132 


309 
108 


• 50 


'3. Rental income on re-" 
habilitated units 




$93,570 




$208,240 




$179,588 


4. Rental income -6n 
other occupied units 




$153,500 




$153,>500 




$132,986 



J. 



Note: Additional milestones were established for number of buildings acquired 
for rehabilitation, number of units to be rehabilitated (inventory), buildings 
scheduled for rehaMlitatd.on, and buildings reha>ilitdted; these milestones ^re ^ 
not shown on this table. - ' 

The rehabilitation program ^o'Cfentially offers Restoration, and the commtinity,' 
' a valuabl.e stock of assets in the fc^rm of additional weH-renavated housing units. 
In order to tgalce good oq, the/equity position taken in these- units and^ to mee*i 
mortgage requirements, <iVla4s in construction need to be further reduced, and sale 
or rental of "units spee'Sed ,t^".' The shortfall of eightyrtwo. units (132 expected 
*^k^ihst, 50 units completed), plus the delays in instruction have *resul ted in a 
loss of potential revenue. For Sheffield Rehabilitation Corporation this has led' 
to -a net loss' after depreciatioift, and before allocation of central administration 
charges, of about $60',000l - ^ ; ;/ ^ ' '^ ^ 

• 2 . Property' Management" Group ^ - ^ 

' The Property Management Croup i^as ^stablS^d in February 1970. It has / 
not yet been forma^lly organized as a' corporation.' ^In the April reorganization of 
Restoration, Property Management Group becamfe part of tile Physical Development 
Division. This arrangement recognizes the Interdependence of property management 
with both the new housing, commercial, anci property development of RDC and the 
property ownership and renovation work of Sheffield Rehabilitation. The rfeorgani- 
zation reflected, also, the more explicit treatment of Property Management as a 
potential profit center withih'the framework of Restoration subsidiaries . In , 
pursuit* ofi this goal, contracts with both Restoration subsidiaries^ and external 
groups will be established to provide sufficient fe6 income to cover operating 



^expenses of the unit, 



ERIC 



2'Q 



' /' ■ ■ '. . • ' ^ ' ' . 

operationally, the unit has' responsibility for management and maintenance 
^ , - of^ Restoration-owned- properties , managedfient of FHA-owaed housing which is occu- « - 
.pied, and a securing and maintenance function/^r FHA-owned proper which has 
been abandoned.. Property Han^gemen*?: Group is responsibfe, also, for tenant' 
educatypni^n managed units to insure tenant 'help *in maintaining desirable is^tal 
. . housing. This actiyity I's directed partitulaif%y toward .tertaats in nev? housing' 

units developed by 'rdC and rehabilitated .units developed by Sheffleia Rehabili- 

' >/ 

c taction Corporation. ' . - 

^ ^ ■ I ^ ^ i> " ' . ' ' . 

( V /CoQsider^ble leatn'ing appears ^vto have ppctir^e^ in t'be development ;0f the 

property managfemfent 'function, '^bfere remains^^he 'difficult problera of deciding ' ' ^ " 

between the jrXitejt^sts of the tenants and the interests of prope|ty owners when 

the two conflict. As the jproperty management func^ti^n h^s evolve4....^o d poten- ^ 

ti^al profit center, .the l>ropgrty Management GrQup has* had to pay at^nMon to 

pcrsslble differences between 5wner interests and ^terfant intetestsiii ^ ^ V 

The Proper^ty Mana'gemerit Group is clear about its obligations to the * 

owners (in- this case, pi-imarily Restoration or 'its subsidiary ageat^), aSs Is 

shown in both interviews and such documents as the SIP. IV ptopos^l. .In the 

siipplementary information to the stP IV' proposal, for example,^ it" is stated: 

- ' 'The Rrope^ty ^ana^ement Division is being viewed as a^con- * - . . . 

ventiorfal 'property manage^r , i.e., the* agent of the owner.' ^ ^ * ^ ,^ 

In many (5onventiorial' property management arenasy^he above view would be 

t^ken for granted. Within^ CDC, however,' the issuers a more tricky one.^ . The 

- Property Management Group is, a-lmost necessarily, caught in, a dilen^a which ' 

^ ^ characterizes many CDC activities. If it pursues its objective of becoming a • ^ . 

sel^sufficient for-profit entity' rigorously , ft must undertake actions which may, 

be opposed by segment -^f the community. Some Restoration managers and board 

'members have commented al^out a possible image being developed of Restoration ^8 

a new "glum land|p*rd . ^On the qthet hand, if it does not engage, in selective 

tenant Approval', rigorous rent collection, and cost-saving activities, continuous 

subs idi^^ will required. Restora.tio^,|s Property Management Group has ciiosen^ * 



to attenvpt tq reach fitelf.-suf ftciency whfte trying to minimize problents with tenants/ 



:hievemen^ 



Milestones and Achievement^ * * ^ . ^ 



During our evaluation,\iilestones were esj:ablished for the^ major activities 
f the Property Management Group^^ except tenant' education. TheSe milestones are 
shown in 'Table 3. ' . ^ 

1. See discussion of Jackson Park T&rrace in Wood lawn for a similar issue. 

* ' . ; ^ • 



' Table 3 .. . \ 

\- 

PROPERTY MANAGEMENT \;R0UP - SELECTED -MILESTONES AND ACHIEVEMENTS \ 



» 


Actual 


' ? 

Expec ted 


« Actual 


* 

» ' ' Milestone ^ 


As of 
7/1/73 


During 
the year, 

7 / I /7 9 t-n- 
1 f LI 1 c. uu 

linn- 


Ac n 'F 

7/1/74 


During 
the year, 
l/l/l'^ to 
. "7/1/74 


As of 
7/1/74 


. Duf ing 
the year, 
7/1/73 to 
7/1/74 


FHA Securing and Main- 
tenance Program . 
1 . Number of houses in 
program 

2. *l3ross revfentres f^rom . 

FHA i^l^^ ' 

3. Expefiditures ,on . 
program ($) 


799 . 


$7*^0,310 
' $330,358 


850- 


^864-^7 
$363 , ZOC 


836 


$1,008,061 
- >-■-.., 

;$;567,709 _ 


FHA-Owned Tenant- 
Occupied Housing 

1 , Number of units 
managed 

2 . Fee at 10 percent 

^ of rents collected ^ 


50 ' 


-$3,369 


2Cfo ' 


^$22 , 930 


^ 3^ 


$3,381 


^1 ' • 
Restoration-Owned 
Properties ' , * 

1, Number of tij^ifs 
managed*, 

a. Newly constructed 
an^^rehabilitaCed V - 

b. Other occupied * ^ 

c. Vacant units, 

2. Rents collected ' 


m • 

•% 

113 ' 
|40-145 
"^80- 85 

o ■ 


S 

' $368,776 


* f 

3&3 


, '$637^000 
• . to 
653,500 


f 

\ 

296' 
^ 162 
583 


$337,710' 

' * * 


*3 . Fees earned at 5% ' - 
" of i^ents cbllected 


> 


■ $12,087 




.. $3l,8QO- 
• 32,600 




$20,829 

> 



Note? - Additional mileston^es were established for: houses added during year (net)," 
net income, number of building^ managed , gross rentals at lOO perdent collections, 
actual rental receipts, number o.f properties owned; these milestones are not shown 
dn this table . 

" , . ^ • o . ,; ' . ' J 

' Property Managemen^t has fallen considerably short of expected levels of per- 
formance. As is true of many of these interdependent activities, the shortfalls 
were caused, in part, by the delays in completion of n^ew units by RDC and Restoration 
Construct.ion Corporation and in the* comf^letton of rehabilitated units by Sheffield 
Rehabilitation which were not expected when milestones were set. Property 
Management has linked all its major projections tp expected levels of performance 
of these othef *entit ies . . • • * 
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The Property Management Group- -without the FHA Securing and Maintenance 
program— must generate considerably greater revenues to achieve its goal of 
covering operating expenses out of fee revenuefs. Th^l f utiiye possibilities look 
brighter now that. ^Sheffield Rehabilitation has generated financing for a number 
of new projects and, therefore, anticipates additional construction. The volume 
^of activity , -however, has .to ^increase very rapidly for revenue gains to exceed 
cost inpreases over the next ffve^ to ten years. c 

3:^ Restoration Fun<jing> Corpora^tion (Mortgage Pool) < * 

Jfhe Res^Statioij Funding Corporation vas. organized in April 1970 as^ a fully 
owned subs id iairy. JO f Restoration Corporation. The Corporation is an FHA-approved , 
laortga^gee. ,Tts primairy Junction is /o broker mortgages lletwejen those desiring 
^' c^o^-btiy homes in/Be^ford Stuyvesa^t and ^ con5ortiun} d^f New York City- banks who 
have agreed to purchase mortgages \xp to an inxtia'l r^tal coitoimeat oJE, $65. miLlioji. 
Both aew\(>urchases , normally with FHA insurance, and refinancing of old mortgages 
are arranged hj/ RFC. \ V, , . 

According* to virtually everyone's account,* the volume of mortgages which 

M * ^ ' • - ^^^^ 1 

have been clos^ii in the program has been a major disappointnrent . ^ At "the inc^p- 

tion of th^ program^, three facts , stoo<J out which Ifed to great' expectations for 

the mortgage poc(l: • ♦ L - ^ 

. ' i * ' . 

(1) The^ate of home ownerships in Bedford Stuyvesant »was high, 
^ / ^ relative to piany - other poverty areas and^much of the basic 

ll ' . ' ; browns^tone housing stock substantial and worth, saving; 

(2) ' The existing brokerage industjry ha<J a v^ry>bad reputation, 
^ due to tlfe practice of charging points and financing multiple « . 

s mortgages at high Interest rates--even \when mprtgage money ^ 
was available; and : , " ' - ' . ^ . 



^ ^ 1. This is discussed in the SIP IV proposal as -follows f ^Results to date 
• have been well below expectations-. Instead [of] the $10 mi llion* annual ta'rget 
,fo*r loan OsLosings , p*C closed about $5 million from the time FHA^approved status 
was achieved until Ji\ne 30, 1972. Several factors account for this. 
- a. FHA activity in inner city areas has been cut backus ignificafitly in 

recent months, following^ a significant increase in foreclosures in some parts of 
tjhe country and the exposure of unscrupulous practice^ on the part of some srpecu- 
lators and FHA persorfnel, ... Further, some lending institution^ have, virtually 
• stopped m£fking FHA-insured loans. </ * - ^ 

b. Coi>,tinuous . Resistance of local real estaiie brokers. Since inception, 
local, brokers have" been Reluctant to refer clients to the ^ool, preferring instead 
to earn higher points and discounts from private funding or mortgage placement 
c^panies . ^ ^ , * . * ' / ' 

c. RFC 8 advertising has not produced the resiilts anticipate^!. Most of 

the advertising dollars went to the print ^medium. Efforts are being made to change 
tjie advertising by using different media. ' o 

d. The.amdurit of fees, genelrated per loan has been less than was expected 
since FHA lyas liow allowed .RFC to* earn legal feea/' 

E^,. , ■/ . .' " 29 "I ■ . 



(3) The willingness of banks to guarantee the purchase of 
* • Mortgages packaged by RFC would effectively eliminate the . 
^ previous redlining of much of Bedford Stayvesant for mprt- ^ \ 
gages and homeowners' insuran6e . 

The demand for purchases (even though charged no points and provided 
relatively low interest rates) was much lowerNrhan expected. Refinancing became . 
the major part of RFC*s activity. Although the proportion has fluctuated, RFC 
estimated that about 85 percent of the mortgages closed were refinance loans. ^ 
From July 1973 to July 1974 ,„however , 28 of the 46 mortgages closed were purchases 
rather than refinancing. ' . , . . ' 

The RFC staff attribute the unexpectedly low demahd to the general economic 
situation--which has affected home buying elsewhere, opposition to the pool from 
the extant brokers--including the^legally questionable simultaneous closers, FHA 
slowness and (more recently) scandals--which resulted in the closing of the office 
wj,th which RFC customarily dealt. ""Aa-^ofJuly 1, 1974, slightly over 900 mortgagees 
had-been closed with a dollar vatue of about^>lZ.5 million or under 30- percent of 
the initial $65 million bank commitment. This rate of activity doei not prcivid^ 
RFC with sufficient revenues to support its staff ^nd ii^ii^its RFC in its stated 
objectiye of becoming a full mortgage banking operation. 

In its operations, RFC provides initialr^eouns^lin^, both finaucial and legale 
to prospective purchasers or refinancing ownei^ RFQ makes the initial ^^siessment 
of the ability of the client to fijlfill the mortga^g^^ Since mqst mortgages are 
FHA insured, FHA must inspect the property for appraisal and required repairs and 



renovation. RFC uses its line of credit ($1 million) t<r buy the mortgage. Thjey 
then hold the mortgage until final sign-off by FHA for insurance and the sub^e^uent 
purchase of the' mortgage by a bank in the consortium. 

RFC provides a warehousing service for the mortgage in the interim and" 
receives short-term funds ftom the Economic Development Division to finance repairs. 
These funds are returned to^tH^-Ecpnomic- Development Division when the mortgage 

is " sold to a bank'. . , ^ ^- / * 

Although RFC intends to become a full mortgage banker over time and, ther^- 

i . 

ffare, service loans held, this function is currently performed only during the 

interim perio'd after initial closing and bank purchase of the mortgage. Consequently 

n This does not imply that there are no benefits from refinancing. In the 
SIP IV proposal, RFC estimated that they had saved owi^iers over $1 million on points 
and discounts, giuCh of which developed ^rom earlier multiple taortgages. Refinar^cing, 
however, does not increase the rajtejof home ownership, vAiich.was a major objective, 
of t\\e program. It does provide an alternative, otherwise probably unavailable, 
which may prevent the rate of home ownership from declining. 
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RFC has not been abU to capture this additional source of revenue tq date, RFC 
does provide, howfever,^ some service for consortium banks by doing investig^ations 
an4 setting up renegotiated arrangements for some mortgages v^ich get into trouble 
after they are purchased by the bank. 

Mi lest: one s a nd A chievements 

- — - s 2 

* Given Che factors mentioned above, RFC fell short of its" expected'milestone 
achievements in all 'categories I Selected milestone targets^ and achievements for 
'July' li, i9 73 to July 1, 1974 are shown in Table 4. : 



Table 4 



•RESTORAnON FUNDING CORPORATION - SELECTED MILESTONES AND ACHIEVEMEN|rS 



Milestone 



1- Number of Ic^ans closed: 

a. During' the year - 

_b^. Cumulative^ pj , - ' . 

2". "S^Tllar •^Slu'e of'^'toinmitinents c-losed-f , 
•a. Total 

b. Cumulative' 

3. Total revenue to RFC after interest expense 

4. Total expendi/Lures 



Actual 
7/1/72 to 

unin 



. 113 
. 869 
«— ^ .... 
$1,983,800 
16^699,164 
30,081 
202,378 



Expected 
7/1/73 to 

Vim 



68- 74 
937-^43 . 

$3Vo6o,o6d 

19,699,164 
64,000 
288,900 



. Actual 
7/1/73 to 



46= 
91*5 • 

$1,058 ,733* ^- 

25', 848 ■ 
185,412 



Note: Additior^al milestones were established for: number of applications' 

processed, number of r(i,ortgag#^ s'eryiced, fees earned, interest earned less 

interest expense .(loss), gross fees earned on commercial and FHA rehab mortgages, 

and fees and interest earned on mortgages. serviced . 
t . . f 

It L^ cle^r from these .figures that RFC would require a substantial in9rease 
in volume of activity to' be self-sustaining in terms of revenues generated 
from its ovm activities. Over^.fhe year, in spite of cohsiderably lower expenditures 
. th^an were anticipated in the^milestone*9 , the, cost RJLC^^par^TtTo^rtgage closed, ' 
based on total expenses excluding interest, has more than doubled ($1,383 per close 
fpr July 1 , .1972 to J*uly 1, 1973, compared to $3,392 per close for July 1, 
to July 1,^.1974). Alternatively stated, if the rate of gross Bees remained 
same as in the milestone period, the volume of activity, would have to mor^ than 
tiriple to cover costs out of grcjss revenues. Such an activity level, in the face 
of a continuation of high i^nterest rates (RFC mor^igages are processed at the prime 
rate) and serious increases in unemployment £n Bedford Stuyvesant, seems highly 
unlikely. From July 1973 to July 1974, according to RFC's Director, only 850 new * 
mortgages were closed in the. whole of Bedford Stuyvesant. RFC would have to 



1973 
the 



25 



capture a very high portion of these to break even. Earlier plans for providing 
additional linl^ages. to community and FHA ^rehabilita tion units have not yet materi- 
alised. iJor has RFC yet begun full servicing of mortgages. Both of these activities 
were scheduled to start ^fter the beginning of 1975. ^ 

It should be added that this situation is one of those where the major factors 
affecting the disappointing outcomes appear to be outside^ the control of the CDC 
entity. |t is possible that some actions by RFC could increase^the activity level, 
but this will continue^ to be an uphill struggle barring a dramatic improvement in 
the state, -of the economy and resalution of problems 'associated with FHA operations 
in Bedford Stuyvesant. ".• , • ^ 

4 . • Restoration Development Corporation and Restoration DeVelopment 

Corporation Qommercial Center j 
RDC is the major physical development arm gf the Restoration Corporation. 
Its primary function is to plan and im'plement major development in Bedford, Stuy- 
vesant involving land acquisition and new construction for res'idential , commercial, 

, ft 
or industrial purposes. The plans for the creation of such a development company 

where formulated in 1971. Formal incorporation, as RDC of Bedford Stuyvesant,*^ Inc., 
pccurred in^Dece^iber 1972. In pursuit 61*i ts" o'bjeptive of^m^^ring some of -the* 
major physic.al development, needs of the community, RDC has general responsibility 

for: • " ' : • • * ' * ' . * 

marketability and feasibility studies , .preliminary decisions regarding ' y 
feasibility, land acquisition, design . coordination, construction co- # 
^ ^ ordination, financing, leasing and management of each project. ^ 

Over the course of our evaluation ,*^^c"?i&i^^ specific responsibility for 
the development and implementation of f^e firm projects in housing and commercial 
development and ^ree potential development ^projects. Of these projects. Site 66 
.(housing plus*an Early Childhood Center) and* a major Cpmmercial Center were 
scheduled to be completed during the miles t^pne period. Site 66 was completed, 
but the Commercial Center was not. - Restora'tion Construction Company, in a co- 
venture arrangement with a major construction firm, carried out the construction 
^ on .So-te p66. There were some delays^anci construction problems with Site 66 partially 
attributable to RCC acting as.g^rieraX contractor oj:i both the Site 66 project and 
the Commercial Center Project. ^ , ^ 

Although RDC an^ RDC-CC are separate entities formally, there is considerable 
staff overlap. During the evaluation period, almost all of ^C*s efforts were 
concentrated on the completion^ o'f ' the Commercial Center, the largest physical 
a. From Supplementary Infor^natiott - SIP"1V Proposal. 
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development project undertaken by Restoration ' to date. .Restoration's experience 

with the Coinmerci^l Center; is one of the case studies our evaluation team con- 

ducted of large-sca.le projects. Since this is discussed in Chapter 5, RDC and 

RDC-CC will not be further discussed here. 

♦ 

5. Restoration ^Construction Corporation 

The^ BSR Construction Corporation (BSRCC) was organized in October 1967. It 

was formerly the Sheffield Management Corporation. BSRCC was organized as a 100 

percent Restoration-owned fo:j,-profit subsidiary solely for. the purpose of general 

contracting. Restoration has demonstrated a strong interest in the success of 

BSRCC throughout its existence. • . ' ' 

f ' • ^ 

This interest springs frpm a recognition of the relative absence of minority 

.firms in the construction industry, as well as from the desir^of Restoratie^n 
management to have a subsidiary which can handle Restoration physical development 
woric in new housing construction, renovation and rehabilitation of old housing and 
commercial site construction. There have been expressions of interest in attracting 
outside business -(that is, work unrelated to R'estoration projects) for the con- 
struction company, but to date relatively little such outside work has. been acquired. 

' *'Since^ts inc'ept*ionr BSRCC has been involved ^ with jpew hoiising'const ruction 
*(Site A and Sife 66), renovation work (for Sheffield Rehabilitation Corporation) , 
public facility construction (Early Childhood Facility at Site 66), and commercial 
development (Restoration Commercial Center). Work for other Restoration subsfld- 
iar\es has remained central to future projections. * 

However, the Construction Corporation *.has not yet established itself as an • 
organization with independent profit-making potential and its current prospects 
are not promising. There have been unanticipated costs and delays qh many Jobs, 
which have led to reduced outputs in Sheffield Rehabilitation renovations. These 
led to the eventual take-over, of rehabilitation construction work by Sheffield 



Rehabilitation. Subsequent prbblems lec 
contractor for the Conmiercial Center/ 
' The kinds of problems experienced 



to the removal of BSKCC as thfe' general 



;^ith BSRCC in the Commercial Center project 



were summarized in a May 1973 report of Foundation advisors. They included: time 
delays in doing work, inadequate investigation of subcontractors, inadequate backup 
data, and unrealistic scheduling and materials ordering. 

There has been an effort by BSRCC to use minority . subcontrajitors' on its jobs. 
On Site 66, for example, about 29 percent of the construction dollars went to 
minority sqbcontractors. Eight of the 22 subcontractors for the housing portion 
• n From Technical Advisor's Report, May 1973. 
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of the, project were ntlnority and four of the'^22 subcontractors on the Early ^ 
Childhood Development Facility 'were minority. 

As indicated above,' BSRCC^s experience with subcontractors has not been 
entirely good. The Construction Company had to perform work for 14 of the 22 
subcontractors^ on the school portion of Site 66. Of the deficient^subconcractors 
on tbje housing portion, four were minority and on the school two were minority 
subcont%'actf)rs . In addi^^ion^to this BSRCC is engaged iri litigation with a number 
of^ other subcontractors. * 

Milestones an4 Achievements 

! ^ 5^ - 

The milestones, wlfich were established for BSRCC related entirely to revenues, 

costs, profits, and retained earnings. T^ble 5 shows the- milestones and achieve- 
ments for the year July 1 , 1973 to July 1, 1974. 

.Table 5 

RESTORATION CONSTRUCTION CORPORATION - SELECTED MILESTONES AND ACHIEVEMENTS ' ^ 

JULY 1, 1973 TO^ULY 1, 1974 



\ 1 


Milestone ' 
Expected 


Actual 


^tr-'.^ro^^^^^^i'^^^s - ^lotal 


m 


$5,215,00? 


$2,603,845* 


1. Costs 




. .5,060,0(10 


3,044,145 


3, Net Profit (Loss) 

•_I — 




157,000 


( 440,300) 



^Figure is for both RCC and the co-venture partner. 

Note: Additional milestones were established for: housing portion Site 66 
revenues. Early Childhood Facility revenues, and retained earnings (deficit). 

As can be seen from' the table, the construction activities have ^fallen far short 
of expectations for the period. Nor does the asset and liability picture look 
bett^er than the above figures. As of June 30, 1974, BSRCC had current assets of 
$436,759 against current liabilitries of $637,594. 'The co-venture partner had 
assets. of $515,659 as against $659,069 in liabilities. The combined retained 
earnings deficit of the two companies as of June 30, 1974 was $496,745. 

Future Prqspects ^ ^. 

\Obviously, the current situation for BSRCC is not promising. As of late 
July, 1974, the manager indicated the possibility df a joints venture with another 
construction corporation for construction of all or part of two major housing 
projects on RDC's drawing board. As far as we know, Sheffield Rehabilitation 
does not intend to use BSRCC for additional rehabilitation vork. 'feSRCC's manager 
indicated some considerable scaling-down of' expectations for the Construction 
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Corporation--po current plans for outside work, co-venture arrangements on large 
jobs, and handling fewer jobs at any. one timer These scdled-down expectations 
seem more re'alif^tic t|ian the earlier ^projections , particula rly in an industry as 
hard hit by inflation and recession as is 'the cohstruction industry. Thete is 
little doubc tK^t 'the experiences of BSRCC staf^ over the evaluation .period 
have led to learning some of" the major pitfalls in coi\s tTuction work. « Turning 
BSRCC into a profit-making subsidiary will take some more time, however. 

B. Economic Devel opment Division * ' 

] : . ^ 

The Econonjic Development division, the ^cond major component of , the Restpr- 

ation Corporation, provides loans and equity fundi for businesses operating in 

Bedford -Stuyvesant . The emphasis is on local companies. The division, also,^ 

, provides management and technical assistance to companies in the area, primarily 

to companies in the. loan and equity portfolio of the division. Prior to the recent 

reorganization, the economic development group worked with the D & S staff in p 

attempting to bring in outside business. The effort to attract outside business 

has not proven to be very successfol, but attracting nev industries or expansion 

of existing industries continues to be an objective along with the loan arnd ecjuity 

1 ' - ^ 

strategy for local businesses . EDD staff point, for example, to successful 



efforts to prevent existing businesses from relocating, Such as the Daily News . 

The program has made use of training credits to portfolio com"j)anies. The 

training credit arrangement allows businesses who cdnduct training to Reduce their 

outstanding loan ialances to the Economic Development Division. The strategy of 

providing training credits to portfplio companies was being reviewed by. both the 

* * ^ 

Manpower Program and the Economic Development Division during our evaluation. At 

issue is whether or not, given the range of normally expected problems in new ^ 

businesses, they can also be expected to carry out traii^^ng without adversely 

affecting their performance . s . 

The strategies employed by the Economic Development Div;ision to encourage 

e 

-business development and success in Bedford Stuyvesant are: 

^ (1) loans, both long-term* and, working capital; 

(2) -.training credits; . 

(3) purchase of equity; 

(A) provision of management services and technical assistance; and 

with a lower priority currently, . * 

{5) attracting new outside industries and assisting expansion; 

(6) assistance to relocating firms; and 

(7) construction and rehabilitation of industrial facilities. 



1. See Report to the Congress by .the Comptroller General of the United . 
States, Economic Development Programs in Bedf ord-Stuyvesant , Brooklyn, New York 
Under The Special Impact Program , Office of Economic Opportunity, B130515, U.S. 
O leneral Accounting, Off ice, Washington, D.C August 20, 1973, p. 20. 

^ ■ . 35 . . • 



r 



29 



r 1 ' ^ . 

Allies tones and Achievements 

**During the year for which performance was evaluated, the Economic 
Development Division made fewer loans than had been anticipated when milestones ^ - 
were set. It was expected that most of the funds available for loans ,and equity 
positions as of July 1, 1973 (approximately $3.5 million) would be committed by 
the end of the year. One million dollars had been reserved for a cable television 
franchise. These funds have noW been reallocated for housing rehabilitation, 
primarily as equity funds.. It app'ears that' thevbulk of the landing activity of • 
che .Division is being tied in closely with the Commercial Center.^ The division 
has packaged eight^n deals relating to the Commercial Cenfer which were to be 
finalized during the. last half of^974. These packages would commit $668,200 
in loans and $925,000 in equity funds. 

The federal fiJnds utilized in the past have been leveraged by participation 
of the owners and other non-federal sources. Over the period of this evaluation, 
the overall leverage^^obtained has declined about 3 percent as a result; of more 
extensive use^^.of federal .funds relative to other funds in construction. and equity 
investments. 

It was anticipated that 22 to 26 new companies would receive loans J>etween 
July 1, 1973 and July I, 1974. This target was not reached, although additional 
locfoswfjre made to companies (predominantly construction loans) alreidy in the 
portfolio. 

Thirty-one of the 89 companies which had received loans had become in- 
active as of July 1, 1974. Most of the loans to inactive cpmpanies were made 
prior to 1971, indicating improyed selection of more recentj loan recipients. 

Loans of slightly over $1.8 million'were disbursed to ina'cAve companies. This 

^ • 21 ' 

is 35 perceti^ of total funds disbursed up to July 1, 1974. Funds recovered 

from these inactive companies have been $385,000 (about 20 percent of the amount: 

disbursed to them). 

No additional companies have become inactive over the period of this eval- 
uation. However, the companies in Economic Development Division's portfolio show, 

n The following discussion refers to milestones and accomplishments ai# 
shown in Table 7 . 

2. This is a slightly higher loss rate than that experienced by 32 SIP 
.grantees, including Restoration, as reported by the Abt Associates in 1973. They 
"report a loss ra^te of 33 percent compared to Restoration's 35 percent (An Evalua- 

tion of the Special Impact Program; Final Report , Volume 2: Analysis of Program 

Performance, Abt Associates^ 4nc. Cambridge, Massachusetts ^ .1973, p. 150). 

Restoration management, hpwever, feels that this loss rate is hot excessive for 

high-risk lenders. ' * 



30 



signs of experiencing difficulty, reflecting t;he general decline in business pro^- 
pects nationally. Delinquencies on active loails have mounted during the past year * 
as shown in Table 7. However, the number of active companies has increased by 
four, from 48 to 52 companies, and the number curreatly profitable has increased 
by seven, from 42 Companies to 49> over the evaluation period. 

Payments to the Economic Development Division consist of payments on prin- 
cipal (in cash or training credit.s) and interest. Early loans were interest free, 
but more recent loans have carried , interest changes. Rates charged are below- 
marke.t rates, but serve to^elp motivate borrowers to recognize their obligations 
for repayment. The effects of tHis change policy are reflected in the trends 
of interest payments on outstanding loans. Table 6 shows interest paid to date 
as percentages of disbursements. To d^te, principal repayment^^ave totalled 
$1^270,507 on $4,9 million in loan disbursements, About $483,000 of this has been 
in training credits. Training credits are about half the size of total cash 

principaT recovered , $787,221, from both active and inactive companies. In tlie 

X 

case of fully^ P.^id loans,, on the other hand, cash recovery of principal was 90 
"percent of the total principal recovered. As of July 1^ 1974, there had been 
returned $427,423 as opposed to only $166,397 worth of fully paid loans as of 
July 1, 1973, During fiscal year 1974,, the year coinciding with this evaluation 
period, cash principal repayments were, $263.,835 while repayments by training 
credits were $4^782 



Table 6 

INTEREST PAID AS PERCENTAGE OF DISBURSEMENTS, AS OF JULY 1, 1974 



X 





(1) Interest 


.(2,) Disbursements 


(1) ^ (2) 


Inactive companies 


$ 9.717 


$1,805,439 


0.54% 


Loans paid in full 


10,555 


477,204 


• 2.21 


Active companies 


94.896 ' 


2,624,969 


. 3.62 


. Total 


$115,168 . - 


' $4,907,612 


2.347o 



1 \ Training Credits ^ s ' . 

The training credit arrangement provides a useful example of the complex ^ 
benefits and costs associated with CDC programs. Training credits are paid to EDD^s 
loan recipients for providing training.. Payments are billed as training is provided 
Thes^ credits are applied to the outstanding obligations to EDD of the companjr which 
provides the training. As of July 1, 1974 training credits of $483,i285 ha^ been 
provided* Additional credits of about $66,000 have been booked in J*ily and August 
of 1974, 



Table 7 

ECdNOMie DEVELOPMENT DIVISION - SELECTED MILESTONES AND ACHIEVEMENTS 



Milestones 


. Actual 


Expected 


Actual ' 


- 

As of 

yy 1/73 


During 
the ^vear * 
to 


r 

As of 
7/1/7^ 


During 
the vear* 
7/1/73 t'o 

7/1/74 


As^.of 
7/1/74 


During 
tWfe year, 
J /mi to 
7/1/74 




Leverage (ratio' of 
















no n- federal funds to 
















federal funds dis- 
















bursed ) 


1.005 




- 




.975 






Companies ever 
















receiving^ loans 


89 




111-415 




, 89 * 


- 




a. Number of loans 


128 




150-155 




140^ 






b. Federal funds 








« 








disbuz^ed ($m) 


$4,641 




$5.8 




$5,223 






c. Active companies. 


58 




86-93 




62 






d. Currently profit-. 
















" able 


44 




70-77 




49 






Lbss ratios: 
















Amount disbursed to*» 
















inactive cfcmpanies 
















divided by total 
















^ disbursement 


357o 




33-36% 




35?o 




•4. 


Delinquencies on 
















active loans: 
















Percent of^^tive 




i 












c o mp a n i s ^ d eti nr^ff^n t 




* ' - -/^ 












more than 60/ days 


26% 




50% or 




61% 












less , 






/ 

















Note: -Additional mi^es-tones were established for: . federal, funds avs^ilable (loan 
and equity funds), federal funds committed, companies receiving other loans, 
active companies, and currently profitable companies, amount of loans to inactive 
companies (committed). ^ • . 
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For those providecJ^wiTth jobs and training, the program is cl^ear*ly bene- 
ficial.* For the company, the relationship between benefits and costs is more , 

complicated. On one side, training credits reduce the outstanding obligation. 
i 

In some cases, tbis results in a very large offset to the initial borrowirig.* For 
^three companies, training credits constituted 98-100 percent of the initiaf ob^li- 
gariort. On the other hand, these compatiies may well be experiencing the normal ^ 
problems associated with operating, ^ new business plus the additional problem of 
training people. ^ . ' • 

The Other major complication is that the Economic Development Division' does 
not receive the funds from training ^credits for recycling as new loans or equity 
investments. Although the operation of the system may keep some companies afloat 
(Restoration Construction Company, for example, has earned or booked training 
credits qf over $54,000 in^the%valuatiori year on an initial equity investment of 
$155;, 00*0), the EDD requires additional usable revenues for reinvestment. Not 
surpirising^l'y , therefore, they have argued against training credit contracts, 
except in th&^e cases where the company can clearly afford- the addit^ional costs 
qf picTviding training while remaining profitable. ♦ ^ 

! / ' . 

2 . 1 Loan Packaging and Technical Assistance ^ * ^ - 

I It is the long-run intent of BSR and the Economic Devel^opment Division for 
the division to be self-sustaining from^ its own revenues. One means of increas- 
ing EbD*s revenues is to charge fees for the management and technical assistance 
prpvi^ad by. the^ divis jToir^ local cpmpanies as well a^ portfolio c^emipanies^. At ^ 
the tim^ milestones were set , *EDp* anticipated providing technical assistance to. 
40 local industrial companies and earni^ng fees of approximate^ $12,000. As of 
July/1; 1§74, these expectations Rad no t been realized. Althou^lv^ur companies 
received assistance, no fees were earned. EDD continues ^o provide management 
assistance on a regular basis for portfolio companies, having done so for 39 
companies compared 'to a projection of 43. In the first half of 1974, EDD assisted 
27 companies and devoted oveif 3^00.0 man-hours\o this activity. EDD^dlcLnot derijve 
^ fees, from this activity. ' / 

EDD also develops loan packages for a variety of ventures. D^^ing the^periqd 
January 1, 1974 to July 1, 1974., 48 loan applications were received , 7 were packaged 
and 6 forwarded to the' EDD Loan Division^ / 

In general, there has been some shortfall in reaching milestone projections 
by EDD Some of this is attributable to the general decline in business prosp^fcs 
and some of it is due to delays in the start-up of thfe 6pi<unerciai Center. However, 
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during the period ofLtbi's evajLuation thgt EDD has made some major strides in • * 
^ developing sophisticated data set^ on BedJEord Stuyvesant which will help in future 
planning. Estimajies have been made by EDD of expedted growth 4patteFns by detailed 
^ types^.of businesses^ -and the data have been analyzed to ^etermine those aptivities ^ 
pwhich ^xe likely to be in shortesti^j^su^ly . * These planning 'efforts should enSble 
EDfi to target both lo^ris and equity interests in activiti'es with an increasing 
prq^spect;^ of success. , ^ 



3. 



Cqfsts and Revenues 



VjC 

ERIC 



p/s indicated-aj^ove, the long-rUn intent is for EDD to<be a s^lf -sustaining 
enttty, coveting its costs from reveiaues generated from its leWing operations 
and fees for mg^nagerial and technical\ssistance. Most of the revenues currently 
generated (by, the Economic Development Division are in the fortji of p;rincipal repay- 
me^ts, which become recycled foinds , and interest. In t;he period July 1, 1973 to 
Jhl\ 1, 1974, "the division received cash repayments of $263^835 'on lo^ji^sburse- 
mentis of $5 .2, million. Interest payment^of $69,162 were received during-that 

same period . ^ . - \ • 

i I 1 - . 

The costs incurired over the period (exclusive of a share of centra*l a'dmlnis- ^ 

tration costs) to operate the division, according to the combined statement, were 
dbout $420,000. Equivalent costs for the previous fiscal ye^r were $^19,527. The 
t.maJor source of the reduced 'cost, in the evaluation period appears to be a reduction 
of about $100, ObO in staff costs. 

Afcthe ^:urrent rat^ of interest payments on the average- 6uti^tanding''lQan** 
balance,*^EDD would need to increase the outstanding loanS'Ojy about fen times 
to p^y operating costs of around $400,000 out of interest receipts. Outstanding 
loan balances over the current year -averaged a little over, $2^.3 tnillioih ,EDD h^3 

* charge^dM>owever , a higher* interest rate on its more -recent loans so the above 
estimdCe exaggerates the loan funds needed to pay operating costs from .interest 
revenues.^ An effective interest irate of 17.4 percent on outst^inding loan balances 
of $2.3 million would be required toV^^ee $400,0/00 in revenue, as compared to 
the Qurrent effective rate of about 1.8 -percent, * \ • ^ ^ 

4* Future Plans ^ ' . . 

EDD devote'd considerable time to' analyzing the economic base of Bedford Stuy- 

' vesant during fiscal year 1974. The data developed and the assesstnent by-EDD of 

tits implications fat business development are significant and should, lead .to an 

^ n The interest figure shown is from the EDD quarterly reports. The un- 
audited combined statement shows interest receipts of $80,756. 

2. As indicated earlier, EDD also plans to supplement interest ijevenue with 

• fee revenue but this latter has not provided significant amounts to date.' 

• r : ■ ■ 
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improved ability to achieve priority objectives successfully by better targeting 
or ^ti^^ities.- The priority objectives fpr EDD are described in their new five- 
year pi^. The primf priority is- xeturn on investment; the second priority is to 
provide incentive^and assistance to tenants in the Commercial Center, particularly 
local tenants. A third priority is to become involved in businesses that meet 
community needs . / » * ' f 

' r 

The analysis mentioned earlier has led to the development of two major 



strategies for business development. .As jtated in the five-year plan: 

"With respect to Business Development,, two key strategies have 
< evolved: - . . . \ 

(1> To assist or create busiiiesses for which there i's a 
local market demand, ^ ' . > ' 

, (ii). To assist, create," acqui^ or ^olnt venture in busi-/ 
nesses within an- industry which majTnot show a trend, 
. but one which i^ stable, and requires smalt capitalization. / ? 

These plans and strategies reflect several positive aspects of the^'operation 

of EDD. Aj.though there have been problems, EDD has both learned from them and 

responded with new ideas. The strategies cont^plated make use of potential 

complementarities with other Restoratioa-pragrams . The shift of emphasis^^, 

ownership, through, acquisition and equity positions, should allow EDD actively 

affect management and Restoration to develop an improved asset position in the 

future, assymli^^a continued search for viable entities serving a real demand. 

C . Non-Prof it Community Programs Division ' ; 

In the April 1974 reorganization, a new division of Non-Profit Community 

Programs wajs created. .The ^division includes two major program activities, the 

Area Development Pro^gram. and the Comprehensive Manpower Program, The division 

^ ' also .includes a variety of ancillary services. These are:^ 

^ ' 1. , resefarch,' > . / > ^ ' . * 

. V " 2." planning and evaluatiorf, ' 

3. government /CDC relatic^ns, • . ' ,^ 

' 4. fuhd-raisihg activities, and % 
* . * 5 . pub 1 ic inf ©"hna t ion . * ' 

The ^Construction Worker Training Program is treated as a component of the 

Comprehensive Manpower Program. (Components of the Area Development Program are: 

1. »v five neighborhoqud cen^ters,^ • . 

2. * Home Improvement Program, "^^^^ 
* ^ 3. Bitlie Hblid^y Theatre, J 

* 4. ' Day Care Program, and' . • ^ 
. ^' '^5. ^ the proposed Health. Center. - * ^ v 

, • In this section^ AYea Development, Comprehensive Manpower, and Ancillaty 

Services i;ill beSdi^cussed in turn. ^ * 

ER?c : ■ :, .'. .'■ .. ~ 41 ° - ,.' 
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1. -j^ Area Development and Neighborhood Centers * ^ 

rt^nt (component of the not-for-profit 



(2) 
(3) 

(4) 
(5) 



The Area Deve-lopment Program is an inn^rt^ 
division of the Restoration Corporation. This program has been an integral, part • 
of Restoration's programming from inception. The major responsibilities of the 
program ate: " ' ^ ^ * 

(1) . to provide mutual feedback between Restoration and community 
4 residents, ' ^ ^ - 

to relate community residents to^available public services, 
to ♦directly provide, either alone ^r with the cooperation of , 
other institutions, public services, ^ 
to analyze community needs for social services, and 
to develop and implement longer range programs to reduce 
. these n6eds. ' ' ' 

Operationally., these responsiTjilities are^ performed through a central staf^;and 
th^e staffs of rfive neighborhood centers, j ° ^ 

The pr(5grams with which Area Development has been involved are both extensive 
and varied. During its '"^aclies^t y&ars , Ai^ea Development trained community planners 
and organizers and operated two community planning offices. A suin/ey of community 
residents v;as conducted also to better identify community needs and concerns. 
^;^^i~t:he period,, studies of health, welfare, education^ cultural affairs, 

fiouHng, sanitation, and, youth development vfere conducted and priority programs 
established foX.each area qf concern. During this period, the "Ex-Off^tider Program^ ^ 
was undertake as'xwell as the Neighborhood improvement program. In the period ' 
ininediately prior tVour evaluation study,- Area Public Services (^ssentiaUy the 
planning and development function of Area Development) continued fo establish and 
dien implement the Ex-OfJe;ider Program and helped develop the iillie Holiday^ Theatre 
project • They also worked otKfcJhe development of day care cept^s, the tenant Md 
' program, a local sanitation comply, a'^ program for sdniof citizens, anS a^ealtrh 

center. ' ' / . ^ ' * ' ^ . . ' . ' 

The Ex-Offender Program was started but funding was ndt renewed after the 
first year, inipart, because df difficulty in achieving community agreement on a.. 

pr^o'sed sit^. 'The Billie Holiday Theatre as operational. ^ The day care ^program 

. \ • \ . / ' ' ' *. ' • ^ 

has Aot yet b^eja implemented due to a funding* moratorium. ^ One da/ care 

center foundered ^n, problems in the community associated wltluthe site and struc- 
ture. ofVthe proposed center,. The private sanitation compan^ has not materialized, 
in considerable part due to'^lack of support from city and union officials.' The 
Health Center is not yet. in being, nor is the Senior Citizens' Center. A Tenant 
Add unit haV been established in tfie NostraAd Avfenoe Center as a marketing arm of 



the co-op conVers 



ion program. Milestones were n6t established for these programs; 
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howes/er, they are noted here since better outcomes on these programs had been 
sought by Area Development. " ^ . ^ - 

The Neighborhood Center programs, for which milestones were established, 
havfe remained bperatiOnal. TRere. ate five centers, eaah with a special function^ 
in addition to geTfiei:;al responsibility for dealing with the full range o^ service 
or inf.ormataoV requesrs^of peopl^r'^wfto. contact them. - Functional responsibility 
for health and welfare is^^a^signed to 'Qenter, 1, yoUth development to Center 2, 
cultural affairs and education tOuCenter 3> housing and ^sanitati^on l;o Center 4, ' 
and Hi^p^nic-American affairs to Center 5. 

Milestones and Achi.evemenl^s' ' 

Establishing rpile^tones for social programs, such as those of Area Develop- 
ment, presents grea>ter problems .than 'for many economic and physical development 
progt'ams. Nevertheless^ we jointly identified activTbty areas and -overall gbjec- 
tive statements for gach activity with Area DevelopmentNnanagers, From these, 
representative quantitative' milestones wfere, agreed on. The>vm£iestone''S , asr* in 
the other cases, (do not represent ultimate ianpacts on the comnuh^ty or the values 
which t;he-. community attaches tD the service. Rather, the miles tone^x^p resent 
activity targets oVer which the staff has some^ control. Tabl^ 8 provided 
selected, set of milestones Wr various activities. 

The center programs appear to be reasonably. well structured, recogpized in, 

and credible to the community • The costs associated with maintaining the ce^ers 

' - " * , ^* ^ '\ 

demonstrate a'subs tan-tial willingness^ on the p^rt of Restoration to tqaintain a 

community pres.ence^ ^ * t 

Output l6ve.ls 'on milestone targets are mixed, with some increases and some 

decreases in levels. The center program se^ms to be working more effectively 

than new program development, gi\(^en the failure to have the Ex-Offender Program 

renewed or a permanent aite accepted, the postponement (at least) of the day care 

program and creation^of a sanitation company, and the further d;elays in getting 

a health center started. *i ^ * ' ' , ,. * ^ v " . ' 

2 . Comprehenfrive'Manpower aivd Cons trux^tion Worl^'r Traini^ig Programs 

l(ecen*t surveys of yrban ^poverty areas,' including Bedford ^Stuyvesatit,^ high- 
light th^ impojTtance 'of both job creation and job placement .'f6r Bedf-ord Stuyvesant 
residents.* The BconoVnic DeVe lopment 'Division ha^ primairy responsib^i'lity fpr-the* 
former objective. The Comprebensivfe Mai^power Program and the Constructipu Worker 

X\ See AREA X^NDS in-. Employment an^ Uii^ploymerit, July 1974 and March 1975, 
♦ U.S.. PepartTment of tabor, Manpow^er Adhinistratioti,* Washingtoh, D.C. \ <: ' 
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\ ■ ~ Table 8 

AREA DEVELOPMENT AND NEIGHBORHOaD CENTERS - SELECTED MILESTONES AND ACHIEVEMENTS 



Milestone 
— $ 



\ 



Health 

1. Health Fairs conducted 

2. Health Screenings provided 
a. Hearing 

Social Services 

1. Referrals to welfare ''agencies 

2. Senior Citizens Assistance 

Youth Development ' 
1 ♦ Trips 

a. Number of trips 

' b. Number of participants 

2. Clubs and you t^^ groups 

a . Number of groups x 

b. Number of partiXipants 

Cultural Affairs and Educ^tioif 
1 . Art exhibits 

Education ' * 

1. Scholarships , ^ 

2. Participation in classes ^ - , 

a. Credit education^ * * 

b. Typing 

c. High School Equivalency 

d . Bookkeeping 

Housing and Sanitation ^ . 

1. Hot^ng complaints <process^d 

2. Housing referral assistance 

Contact Between Conanunity and Restoration , 
1; Interaction with organizations and block- - 

tenant associations . 
2. Participation in'^other community mfeetings 



Actual 
7/1/73 



Expected 
" 7/1/73 to 
) 7/1/74 




11 
552 

♦550 
238 



23. 
*4,7b6. 

1,180 
38 

.28 

24 
15 
38 

no. 

4,279 
1,.426 



160 
290 



10 
200 

900 
.400 



25 
4,000 

. 100 
5,000 

30 

30 
15 
'200, 
^ 10 

5,000 
2,j000 



20Q 
300 



Actual 
7/1/73 to 
7/1/74 



2 

1,002 

395 
248 



67 
4,297 

• 101 
6,413- 



8 

9 
15 
23& 
69 

I 

4,420 
1,468. ' 



578 
1,031 



Note: ASditional miles tone^\ were established for/ health screenings provided 
for visitation. Sickle Cell* Anemia, lead proisonimg, other ^nd referrals^; Xouth • ^ 
Development, numbe\ of athletic events and estiiaated atrtendance, enrollment* in 
Neighborhood Youth Corps; Cultural 'Affairs and Education, workshop participation 
in modeling/ good 'groomiriig, dance,* drama, music, photography, sculpture, prum and 
Bugle Corps participation; Education-, school admissions, tutTorial programs; Housing 
and Sanitation, housing cooperatives, number of buildings in process and ^number of 
buildings with cooperatives established, jreporte'd abandonments of automobiles and 
buildings; Cont^t Between Community and Restoration, distribution of O^jtreach*. ' 
Literature /.participation in general meetings rela:ted to community act,iyiX^%, and 
coordinating activities with other organizations/ *• 
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Tj?«ning Program have responsibility for the latter objective. These, three 
pragrams (as v^ell as Restoration Corfs t r uc t iiyrr^o:^po ra t io n) cpme together in ^ . 
^^^connection with the Training Credit portion of ^the manpower program. 

The purpose of the Comprehensive Manpower Program is to place residents of \ 
the comniunity in public and private jobs as a supplement to other manpower and 
training programs in the area -Comprehensive Manpower does not normally provide, 
training; rather it is a recruiting, processing, ancLplacement service. Some 
counselling is provided as well as follow-up services. Follow-up services include 
questionnaires to employees and employers, as well as employer site visits. Appli- 
^nts are referred to both Jobs and training programs carried out by others. The 
trairtiag^redlt component provides Comprehensive Manpower with funds ^Q^^ used 
k§ credits agaifls^loans -compalii^s have received from the Et:onomic Development 
Division in return f^r^h^coippany providing on-the-job, training to trainees re- 
ferred tQ the employer Uy the^^maupower. program.' The Construction Worker Training 
Prograi^ is designed 'to insure on-the-job training in all of the major construction 
trades by contractors and subcontractors of construction and rehabilitation work 
sponsored by Restoratioji. In this .program there are provisions, also, for traijiing 
payments to contractors land subcontractors for on-the-jqb training provided. XJie 
CWr prc^gram, however, has not yet been effeptively implemented. This is due, in • 
considerable part, to Construction union opposition and difficulties in relating 

* £o other city^ide anti-discrimination efforts in the construction industry. 

/iiilestbnes v^ere estalL.isrhed for most of the Compi:ehensive Manpower Program's 
^ axitivities, except the computerized Manpower Information System which contains 
information on the pe^rsons who come into the program and their status. However, 
the system is a useful means of developing and maintaining information on persons 
enteringwtlie program. This information can be dsed by counselors iiv attempting 
to make good employer-employee matches - although the system itself does not h^ve 
^^a. job- people matching capability. ^ ' • * * . 

^ . The Comprehensive Manpower Program operates by linking prospective '^tfiployfies. 
to job ^raininrg slots identified by employers. This is accomplished by developing 
information oh personal characteristics and work experience of applicants *at intake 
and attempting to^ind matches between applicants and ^ployer requisitions. ,Mo8t^ 
of th^^ programsj^phasis is an the successful processing of prospective employees*. 
. However, an attempt>si^';inade by the program to identify both suitable training 
programs and potential job sources. . ' » 

A positive a-Spect of the, Comprehensive Manpojwer Program is. its explicit 

• : recogni tioti of the importance of jobs in a manpower program! Although it, may seem 
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j somewhat, self-evident that jobs are important, recent studies have shovm- that 
Ithe placement of a trainee if-iT'job explains a far .larger portion of the outcome 
iof training programs than the type of program or type of training provided. The 

success or failure of the approach used by Restoration, ' therefore , rests criti- 
'cally on the jobs available. 

Survey data show that unemployment and sub-emplojrment are high in Bedford 

Stuyvesant. RelatiVe^ly few new jobs are being • created . An important component 

of the gnrogram, therefore, is to, solicit access to new job possibilities. This 

has been done -in three ways: - . : ; ' , 

(1) standing announcements .with employers about the placement. ^ 
program, ' ^ ' i 

(2) surveying prospective employers in the community and In the 
broader metropolitan area to solicit joint planning and 
employer requisitions, and 

(3) the tx^}Jfitig credit program linking employers receiving 
Economic Development Division support to training commitments. 

Most open slots, in the recent past, have come from employer requisitions. - 

Not surprisingly, as the job market. Has loosened for^ employers , the s'tructure of, 

such requisitions has shifted dn the directioi\<)f^higher sKiTTs. In the earlier . 

years of the progxam, lower skills were being requested with a- sizable portion of 

entry level jobs. At *the same time, a higher portion of potential employee intake 

is low skilled. \^ . , 

Milestones and Achievenyents \ - 

The performance of the manpower program from July 1, 1973^ to June 3.0, 1974 
has been mixed. Much of the difficulty can be traced" to the twin obstacles posed 
by the national recession (declining numbers of jobs and increasing numbers of 
unemplqyed knd ^ub^mploy^d td be placed*), rather than the specific actions of ma^n- 
po#er. staff* . Table 9 shows the maj'or milestones and the llS^l of their achievement 

.As can be seen from th^ table, -'no Qne was placed Under the 'Construction Worker 
Training Program either "during the preceding or the eValiiati'dn year. 

*. .r The overall- performance record may be attributed to a number of factors. 
.Intake .exceeded expectations ^s more people becajne unemployed. Employer requests- 
fell off / reSiiltjLng'in a lower placement* rate than iif the 'previous year and con- 

i siderably lower than anticipated in the milestones! 'Projected jates of referral 
relative to intake (66 percent) were unrealistically^ high, relative to both j^ast 
e.xperience and the job market. A re_ferral rate was achieved that^was higher than ' 
the previous year (35 percent to 28 percent), but not high enoug|i<to reach the 
projected levels, • ; \ » 
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-COMPREHENSIVE MANPOWER AND CONSTRUCTION WORKER TRAINING PROGRAMS 
SELECTED MILESTONES AND ACHIEVEMENTS 
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416 
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8. Credits earned by 
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program 


263,055 


60,207 


326,023 


62,969 


310,615 


47,560 



Note: Additional milestones were established for: nuiliber of trainees placed 
through the Construction Worker Training Program and number of training slots 
authorized in the Training Credit Program. 
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The cost per placement experienced during July 19?3 »to July 1974 is less than the 
previous yfear, although significantly higher than the milestone figure bf $237 per 
placement. If the expenditures mad^ for the Construction Worke*r Training Program, 
which resulted in no^ placements , are-added to tHose fox the Compreh^ensive Manpower 
Program, cost per placement is raised from $316 to $362. 

Future Prospects \ . ' * 

The future fftospects for this progtam and for reducing the cost of placing 
people in full-time j(?bs over the near term are not bright, this type of ptogram 
is especially hard hit' Ijj a job marketNrfiich is as weak generally as'the current 
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mai^ket. More Aggressive solicitation 9f employer requisitions might help somewhat, 
but shouW not be expected to solve the problem. Not only are requisitions unlikely 
to ingreas^ sharply, but the requisitions received are likely to be somewhat poorty 
matched with the intake in terms of skill levels. It is clear that there is great 
need for additional job possibilities for^esidents of Bedford Stuyvesant . ifhe " 
Comprehensive Manpower Program showed an earl^ recognition of the importance *of • 
a suitable match in an ongoing job--well ahead of a similar recognition in other 
programs. Unfortunately, such a program wprks far better when employers are- com- 
peting* for scarce employees than when the situation is turned around. 

3. Ancill'ary Services ^ ' ^ , . 

We did not establish mildi tones for the units of the Non-profit Cormnunity 
Programs Divisi^ox^ which we have labelled ancillary services. These include: 
planning and evaluation, govermnentVCDG relations, fund-raising, public infoma- 
tion, and research. "They will'not be discuss.ed e'xtensively here."'"' A fej^ comments, 
however, are in order. , ^ • . 

It has been a greatf strength of Restoration that it has consistently main- 
tained an effective working relationship with most governmental organizations 
affecting its operations. Such a situation does not happen accidental^ty and 
deserves, therefore, a strong plus for Restoration ^and its managers. Similarly, 
Restoration has consistently hady strong public image outside of Bedford Stuyvesant 
Our own impression -is^ that this.,is due,,^not only to the scale of Restoration's 
activities 'Hut also to the wGrk of its pufilic information office. 

The research and planning and evaluation functions are ^uplicatqd in Aeither 
of *the other twq, CDCs- we have been studying. There ^appears to "be a useful inter- 
action between program staffs (e.g. , .the .Economic Development Division) and the 
developing research. The*, detailed examination and patient development of primary 
data on'^Bedlord St;uyvesaRt carried out by program and research staffs is an , asset 
of considerable ma"gnitude to Restpration and should be seriously considered by 

other CDCs. . . v , ' . *^ 

n Planning and evaluat;ion, fund raising, government/CDC relations , -and 
public information are, however, important parts of a developed resource ^nobiliza- 
tion function and would be more extensively examined in future research. 

/ . • ■ ■ 
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CHAPTER ^3 . • ' 

. • - ' * ■* " ■ 

THE WCWDIAWN ORGANIZATION - 
' ' WOOD LAWN COMMUNITY DEVELOPMENT CORPORATION , 

♦ ' 

Injtroduction , 

In this chapter we examine the activities and performance of The Wood^wn 

Organization '(TWO)* and its urban development arm, The Wood lawn Community DeVeiop- 

ment Corporation (WCDC) . These two components ' of. the present structure of the 

Woodlawn program represent both the oldest oiganij^tion still actively functioning 

} (TWO) and the most recently established orgAiizational entity • (WCDC) participating 

in*this evaluation study. The origins and evolution of the communit^development 

* 

effort in Woodlavn, from the formation and development of TWO to the current dual 
organization structure with most functions . conducted by WCD6, represent the most 
dramatic changes among' the three CDCs studied. Howevers the strength of the^ , ^ 
original comojunity base continues to exert influence on the new orlanizational 

^stitucture* . . * ' • ' / 

The Wookl^wn Organization was formed in 196a* by a federation of some 100 
communitcy groups in order to ./consolidate their community protest actions on issues 
of relev|nce to Woodlawn. At this time, the physical, economic, and social health 
of Woodlawn was rapidly waning. As conditions worsened, the exodus oT^families 
and businesses accelerated: between 1960 .and 1S70, the population of Woodlawn 
dropped from. over 60,000 to 36,500. In this increasingly poor environment, TWO's ^ . 
member organizations— block clubs, church groups, welfare unions, tenant associa- 
tions--united in their opposition to the actions or inactions of established ; 
institutions in several areas of concern;, hausing, schools, emp-lqyment;, health . 
V •,' --i^eEviWs', ^nd'-izdn^umer proteCtll^^^^^^^ >t^<:iaVtest of l«0^s capaptty ^ V 

".•'ri td aToiecthvi4 Xnt^re'^f^s\}£[ it3 coitounity airbse when,. the..aniversity pf Chicago . • .V 
V ^ \ • . attempted' t> pHpand* its'..campus.'.,^tb**t;he Woo.dlawti d'lrea wder the Vrbaq .Renewal?^ ^ . A/. 

! pxbgraTi\;V*'jn?b.'sWcc^^^^ prevented, this a'ctlpn, prlm^atily )^y}mohiUzing''t^^^^ • \- V 

\ sapcport^ of "thk pe^ple\b>\Waodlawn tb\p^x:tii:ipate ^ih thqLaa^detnoh^trat:io1ns^;in oppo- ^ \ J* • 
sition.' This, in'tai^n-, strengthened;TWO^ s hegotiating/pos^tfon trh^ ;Clty of " '^ • 

Chicago and the University of Chicago. ^ * . - . , ^ . ^ 

•With its credibility in the* cptamufnity as well as with external institutions- 
' enhanced, WO began t;o expand its scope pf action An 1964 to encompass programs, ' . 
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initially in the area of manpower training. This -devel'opment marked the first * 
endeavor 'undertaken by IV/O with the support of external lunds. Throughout .the 
rest of the 1960's, a .period when federal categorical' grant programs'* flourished , * 
TWO actively engaged in mobilfzing resources for a variety of 'additional substan- 
tive project^: 'hoasing development for low^income families, a , shopping plaza, . 
a supermarket, a health center, and other activities'. were either' in planning o|:'' 
underway.- 'During -these 'years, TV/O's roots, in the cpmmuhity. were strengthened; 
In par c^, through cpntinuatiori of community, organization activities, social protest 
actions, cleai>-up campaign^, anqk anti-slub drives. More importantrly, electe.d". 
represenf^irfves of ^eipbership ptganirations , a.nd in some cases , the entire body 
of memh^s,' wete actively .involved -in the d Tanning of new' activities and the -review 
of'pa^t actions undertaken by TWO staff: • =^ 

. • In 1969, TWOVp level 'of activity and fiscal responsibifities had reached 
propoi^tions ra^m^ a greater decree of organizational coordination, a'dc^ition^l 

st^ff and better mechanisms for operational and financial accountability. Annual * 
? \ c ' * ' ' 

program expenditures in 1969 were nearly $0.5 nuAlfpn, 'a;i;elatively small s\im in * 

<>..,'•' r « , . 

cbmparison with some programs, such-as Model ^CitieSv, but a significant achieveifient 

tpr an organi,zat ion which began only with the support of its annual membership 

-dues of $"^0 ''per organization. In order to'raeet these growing administrative 

responsibilities^, TWO sought and received assistance from the Ford Foundation. 

The first glraot , 1970-1971, provided TWO with $100,000 in administrat'ix^e support 

funds : ^ * • ' 

By 1.972, 'when this, evaluation study b5ga«, fehe«Woodlawn program ^§s entering 

a new pha^e in •its eyolution. Xhat year, WCDC was creatsed a^'the result of the 

prevailing.,* though nort unanimous- view, that the time had come^for sepa,rating the . *. 

physical ahd. 'feconojnic, development a^ctivities 'M the pfog rani from the protest and 

* ' . . . * '*.'-.•• * ♦ 

community organ^*2at ion aspects, of 'the plrogram. tWO was, to retain uLfeimate. control 

pf WCD.C*s activities as the repxTesentative of the cpmmuhity^. To^al expend i t tfres . 

ih 1972 haci- reajtihed a ievel 'oS:^$l rrfijlion* $^0(J,000-6f which was fhe Ford Fouiid^- • 

ti'on*s con6ribut:io;i; (aLlocated t?wo-tfii*rds to. WCDC, oue-thir5 to TWO). ^/ 

. « , Si^^e .tha^e^tabl^ahmenf of WCDC^ a petiod of transition has;" be^n undet^ way^J 

pcCr.ing tbe •first -^ye^^, erophasj^s was placed on biisihess development V primiii;ily 

indivicjual, enterprise development7"^t in mid-1973 a" signi^flcant directional change 

in tKe Woodlawn program took* place. Darge-scale real estate development* and 

management, with a parti cular* emphasis Vn housing, became the foremost priority. ^ 

Integrate;! jphysical 'redevelopment of Wooctdawn through' pro-jects p'^. scale was viewed 



as an. opportunity that would be undertaken imminently by others, if not by WCDC , 
and one that had favorable potential with respect to funding" sources. . 

The transition TWO/WCDC has been, and still is, experiencing has produced 
several changes iVj its structure, its operations,' and its perspective. More 
fcrmal functional division of responsibilities has replaced the earlier i*eliance 
on a»"ad hoc decision-making process, a systematic ^ financial information s^ste^n 
is being implemented where scattered records were kepy'^bejoxej^ ior increas- 

ing credibility with financial and' business institutions has beco^e^ore prominent, 
and financial feasibility of projects, is more prudent^Iy examined befoi:e decisions 

' are. made. While the. approval arid support of the c?onmunity remains a ^ital .concern; 
rapre tension is visible in attempting to balance the immediate needs of residents ' 
with the longer-run alternatives for restoring^oodlawn as a viable / stable community. 

During the year/for which the performance of the .activities of WO/WCDC is 
examined in the remaintfer^of this chapter, July^^l, 1973 through July 1, 1:974, 

^expenditures reached a level of about §2.5 m^illion, a sizable increase over previous 
years. ^ ' - . ^ 

The subsequent discussion in this chapter is organized to reflect the current 
operational arrangements ' established by TWO/WCDC staff. These are described briefly 
below. ' . 

' Nearly all of the programs and entities of TWO/WCDC are now contained within 
five divisions of WCDC/ each representing a major category or area of activity: > 

1. ' Real Estate .Planning and Development, ^ r \' ' 

2. ReaL.Est'a'te^anagement-, \ * ' ' ' • ^ 

3. - Commercial Ente-rprises , t ' ' , . ' 
•4. Manpower, and - « ' ' • - 

5. Community^ Services. - 

The siJcth major category, of activity. Community Organization , is.not considered a 
division of WCDC. fhe programs in this area are carried out under, the auspices of 

,TWO rather th^nWCDC. ^- . . \ • ' * • . 

^pch the' Real Estate flimiiiJg gnd-DeveloVme^at Division and the Real Estate 
^lanagement Division of'wCDC w^'re 'estaBlished during the evaluation period as part 
of the new organizational thrust toward, coordinated, large-scale real estate projects 

^In-^iscftsslng' these divisions, we have concentrated attention on their activities 
and accdr^jilishments as fynStional units during the evaluation period. Since it is 
intended that^ bt)th divisions will eventually become' prof it-making, we make^ note 

• o'f.tbeir turrertt.' plans for achieving this goal, 

. In.qrder to-provide a more detailed assessment of fe\3o major real estate devel- 

, opment projects, currently under the direction of the planning and Development 
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Division ^nd/or the Management Division, case studies of Jackson Park Terrace 
an-d Wood lawn-Gardens were conducted. 

The third division -of WCDC> Commercial Enterprises, consists of the four for- 
' profit entities affiliated with TWO/WCDC: IWO/Hillman's Supermarket, the Maryland 
Theatre, the TWO/Security Patrol, Inc., and Observer Publications, Ind. Only one 
of "tiiese entities, TWO/Hillman*s Supermarket, is clearly generating profits as of - . 
:kily 1 , 1974. . ' ^ ' ^ ^ • V ' 

- The^ Manpovter Division of WCDC consists of si>x 'training programs, all of which 
' are contiucted by the Woodlawn Career Vocational Institute on ^ . cost- reimbursement 
"^contractua 1 basis with 'federal x)r state agencies. The last division. Community 
- Seirvic^s, consists of a health center called the -Greater Woodlaj^i Assistance Cor-, 
poratiori and a newly established black adoption agency. . 

The activities carried out by the TWO Community Organization component consi^t^ 
of four major programs: 

^ ' -1. Neighborhood Organization , * 

2. Envirofmvental Action Program, 

3. Tenant Awareness Program, and * ^ ^ *i 

4. , Spcial Services Program. ' ' - ' 
Another program which has been included in this area of activity is the Early Child- 
hood Development Center although it operates as an independent entity ratfter than a 
program component of Community Organization. 

A. / Real Estate Planning and Development Division (REPDD) ♦ ^ 

c 

The Real. Estate Planning and Development Division of WCDC came into existence 
as a. formal organizational component early in 1974. The establishment of the 
division reflects the anticipated expansion of WCDC*s activities in real estate 
planning and development and the Intent of WCDC to effect the redevelopment of 
Woodlawn through coordinated pro jects-of-scale . In the short time it has existed, 
. REP.DD has made significant headway both organizationally and operationally. 

Since REPDD did nofi^exlst in July of 1973, specific, milestones for the divi- 
sion wer^ not set. The major real estate developn^ent activity In process during 
the evaluation , ^Jackson Park Terrace, is treated.'as a case study in Chapter 5, along 
with Wood laWn Gardens, a large tow-income housing development completed in 1971. 
The other major activities of this type were the development of a proposal for V 
the redevelopment of Woodlawn and a rehabilitation project. In this sect^on^ the 
events which transpired during the evaluation with regard to these two actiViH:^ 
as x^ell as xifrrent plans of the new division will be discussed, . 
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1. Redevelopment Flaanitlg . / 

During this evaluation study WCDC seriously explored the ^tential for large- 
scale rec^evelopment of Wobdlawn.'^ Their, strong interest in studying the feasibility^ 
of doirig so and , formulating possible alternative , approaches stemmed from the view 
that eventual redevelopment of Woo^lawn was a near certainty. The 'question was : 
who' would ^undertake and, therefore^, control' the redevelopment proqess? 

Most of the activity in the lasx two years coricentrated on one parcel of land\ ^ 
an area designated as a first phase demonstration. The major milestone WCDC hoped 
to achieve was the acquisition of seed jijon^y^ fpr land purchasing. This was accom- 
plished ±n late. 1974/ ^ . 

A number of pxitical ai^d difficult choices have, and will, arise for WCDC in 
moving forward with the redevelopment effort . Alternative courses of action will 
bring about different long-term effects on the \fatiety of concerns a CDC tried/ to 
encoiripass, e.g., the i^eeds of i'ts commurtlty residents and the pressures to beoQg^e 
self-sustaining-. WCDC's approach to redevelopment is illustrative of some of the 
complex issues, involved in choosing a plan of action where very crucial question 
still exists: What strategy is really appropr^.a,te for the' large-scale r^edevelopment 
of a community characterized by adverse conditions like those in which CDCs operate? 

WCDC*s strategy is-' to bring about fundamental alterations in>the physical • 
and socioeconomic composition of Woodlawn. . By restructuring all elements df the 
living environment, WCDC expects^ to attract and retain more moderate-income resi- 
dents, thereby creating a viable community within Woodlawn. Ii> order to do so, , 
WCDC emphasizes the importance^ of altering past trends and' the current i^age of 
Woodlawn, the need to provide well-designed living units, ample supporting facilities 
and the ability to treat issues of security and schools successfully. 

The basic premise ^undei;lying WCDC ' s strategy is that Woodlawn cannot continue ^ 
to function as the enclave for the poor and indigent (while surrpanding commjanities 
assimilate those financially able to choose better living environments), an^i' art* 

the'" same time, become viable, In'other words, a community - which^'cannot attract 

« * / fl 

and maintain a significant proportion of Tfion-poor residents cannot exffect to become 
an economically and socially sound, stable community. . ' . * 

The cumulative- adverse l:onditions prevailing in Woodlawn at present, it is 
argued, are self-reinforc;|.ng and the resulting living environment is unable to 
compete successfully with, more attractive communities for moderate- and middle- 
.Income residents. At the same time, the existence of Woodlawn as a refdrge for the 
poor perpetuates the inertia on the ^parfc o^ these viable communities in providing 
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for the needs of low-income families themse^lves . By pursuing its chosen s trat.egy , 
WCDC expects to halt this process '*and provide a basis for eventual growth and 

stability in Woodlawn while giving others an impetus to respond to the needs of 

' I. ^ ^ «^ • 

the poor as well. - ^ 

o . 

Th^re is a high probability that J^CDC*s . strategy would result ih a new 
community with a significantly differen^t group of residents--in terra? of occupa- 
tional mix, income levels, and probably racial mix--than the current population .of 
Woodlawn. ' In this sense, it may be argued that the consequences of-WCDC's strategy 
for redevelopment may be unfavorable to the welfare of Woodlawgi's current residents. 
On the other hand, it may ^e .argued that *the strategy WCDC has adopted in full 
awareness of its probable consequences, is the only way to make Wo'odlawn a yiable 
community. In our conversations several WCDC staff members have shown keen aware- * 
ness of both sides of this i-ssue and have indicated serious concern for securing 
the Sanction of the community. Their argument in support of the strategy adopted 
is plausible and thfe'ir strong commitment to the community enhances both the pros- 
pects for success and the prob^ability that the long-run benefits of redevelopment 
would provide swjie opportunities for lower income groups that do not curce^ntly 
exist and probably would not exist'^^in the future if Woodlawn were to be redeveloped 
by a purely private concern. If the development were carried out successfully, WCDC 
would also stand a reasonable chance of generating a source of discretionary funds 
which would provide greater flexibility in terms of program choices. / 

The value of such redevelopment^ depends on the changes which vould occur in 
Woodlawn as a place and in Woodlawn as a community of people . It is too early to 
determine the relative effiect of WCDC's approach on hoth these dimensions although 
'ind^ications are .that a relatively grea'tek-lmpact w^ould occur on /Woodlawn as a place, 
at least in the sjiort, run. The extent of benefits arvd number of Woodlawn's current 
residents that. would ben^^it in thee long run cannot le assessed' at, this stage. One 
of .the ^dec^iding sets of factors, clearly, will .be the strength of TWO/WCDfc's roots 
in the- community and the commuiiity*s responsiveness to TWO/WCDC's actions. 

2. ^Other /Activities of HEPDD 

Although the demonstration sitB^^s the < first priority within the R^eal. Estate 
Planning and Development Division, ^ considerable level of effort is explicitly 
devoted to generating other activities. A major objective of efforts in real estate 
developm^t is to replenish and ^upgrade* the housing stock in Woodldwn in a manner 
which will generate unrestricted monies lor TWO/WCDC. ^Discussions with the director 
strongly suggest that the stratitgy bej.ng implemented is consistent with this 
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objective'. . Specif ical ly,' all of the activities in firm planiwLng with REPDD at the 
present time are expected to generate some positive income, either through {Profits 
: . or fee^. ^ ' • > ' ' 

Current, plans concern the^possible formation of two joint ventures for ^the ^ 
purpose of developing two iiousing complexes under ther Section 8 Leasing Program. 
9 One possibility is a joint venture on the 4evelopment of 200 new units of housing: 
Three poss\ble ^ites have been identified and are currently being studied. The 
oth^r possibility conce.rns the formatio^n of a joint venture to undertake the re- 
habilitation of a large hojtel which would result in roughly 300 units of housing 
for the elderiy. . . ' 

The Division ife involved, also, iri two new housing rehabilitation packages,- , 
in addition to overseeing the final stages of the 101-unit package referred to as 

/ Redevelopment II. One of these is owned .and sponsored. by the 65th Street Develop- 

' f ^ \ ' ' • <\ 

ment Corporation, a group^of residents and'property owners who organized themselves 

in 1967 for the purpo^ o5 rehabilitating several scattered buildings. ' WCDC was 

♦ asked to coordinate the development, whicly now consists pf °87 units in six build- 

ines, ^nd to' provide' technical- asslistance , for which WCDG^ould receive a! fee. 

y The other rehabilitation project, consisting of 85 units, >is being undertaken on a 

limited-dividend partnership basis, with WCDC as the general partner. The 65th . 

Street Development Corporation's project ai^d the two rehabilitatidij^,projects will 

be turned over to WCDC's Property Managements Division upon^completion for manager 

ment on a fee for service basis. 

3 . HousingT^habilitation > ^ ' . ^ ^ ^ 

Present orgirvizational arrangements include "Redevelopment 11," the ofily re- 
habiUbtation project' undertaken to date, as a component of the WCDC ^eal Estate 
Management Division. Rehabilitation projects undertaken slhcQ^the beginning of 
1974 are planned and developed by the Real^^^ate Planning and Development. Divi- • 
^ c sion and subsequently are ti;i:ned over to^the >^na^emeiit^Divisioi) tfor marketing, 
^ rei^t-up, and man|agement»/ 

During jrtie^ evaluaftion period, wortc 9n Redevelopment II, consisting of 101. 
units of low-income housing, was ip process. HUD approval .af the project, ft>r mort- 
gage insuraace under the 236 program was received in August 1^^2 ^d in Ma,rch 1973 
the contract.to the general Contractor, a local minority contractor, was made. 
Between M^y 1^73 -and July 1974, the rehabilitation project required tr^re attention 
and consumed more key, staff time than in tfie mbnths preceding construction. The 
. . greater emphafeis accorcled this activity is atti^ibutable 'partly to the norma^l in- 

crease required once the develojMnent stage reaches the point of construction and 
T:ri\n oartly to ttie necessity of dealing with problems, .which arose. , * 
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Table 10 represents' the' achie\&einent§ of TWO/WCDC With regard to housing 

reh\^bilitation relative :to. the targets projected. ' >^ ' 

. . Table ro . . " • ' ' ■ 

HOUSING REHABILITATION - SELECTED MILESTONES AND ACHIEVEMENTS' - 



Milestone' , 



Number, of units 
,scheduled for 
rehabilitation 
Number of units 
rehabilitated 
(completed) 
Rental income . 



Actual 



As of 
7/1/73 



101 



Du riiig 
the year, 
7/1/72 to 
■ 7/1/73 



0 

'$14,3O0 



< Expected 



•As of 
7/1774 



,86 



101" 



During ' 
the year, 
7/1/73 to 
' 7/1/74 



101 
$58,520 



Actual 



of 

7/1/74 



8f6 



During 
the yeavf 
7/1/73. to 

7/1/74 



0 

fO 



Note:/ Additional milestones were^ established for^. number of scattered properties ^ 
owned-^ith buildings and vacant, nutnb'er ^of units., owned vacant* an^ occupied, average 
refit per unit per-month upon occupan6yV total estimate*d' development \:ost ojE Rehab 
Package, operating expenses -on Rehab, and net income .V , * . . 



Although it was anticipated that all lOl^utiits in the rehabilitation 'package 
would be completed and occupied by June 1,. 1974 (50 percent by February 1, 1974) 
as of September, 1974, none of the units had been turned oveAto TWO/WCDC by ,ttie 



contractor. Since none of the units were available for occupaney during our ,eval 
uati^, rentaP income W^s not generated and operating expenses were not incurred. 

/ The major diff^cultiesya rising during the* evaluation were the result of probl^ems 
with, phe general contf^a'ctor . \The contractor, described as the best minorljt^ con- , 
tractor in terrtis of quality of construction, apparently had ^difficulties in following 
the. specifications and also*in*scheduling and completing work in -ordei;- to meet the 
stipulated construction time. The latter problem is one that frequently occjirs* 
when a contractor takes on commi't^nents beyond his capacity over a given period o^f 
time and then finds he cannot spf/ead the resources available tp bim sufficiently 
to*meet his responsibilities.. The director of ^^^^^^dicated thgt the problem 
was "compounded in this case because the 12-monrth construction period initially 
stipulated was not realistic: .15 to 20 montfrs^ «4^puld h^ve been a more- reasonable ' 
expectation, - , , 



' The consequence of this/combina^tion of circumstances was that none of the 
units had been completed by May 15, 1974 when.thB -contract was' to expire . A three- 
month Extension w^s grant4d,/but wh^n none of th^ uQits had *been completed as'of ^ 
Chaudate, serious 'consideration was ^iven to- invoking the penalty blause. A 
resolution of this proMem had become ^particularly pressing since the bulk of the 
tonti^tgency f und ,i whXch. could -prdinarily be used to cover unajiticipated .interest . 
expense on the interim fir^cing, had" already been allocated; Consequently, TWO/ 
WCDC reqdfe&ted "and received approval from FHA to increase the mortgage by approxi- 
mately $100,000 -to cover change-orders and excess interest expense required to 
extend the cbnstruttior\^ contract mttil December, 1974. V . . ^ 

The total costs incurred by the. general contractor on thi^s project for \^ork , 
^completed as of Juiy. 26, 1974.we re .$1 ,081,333 including builder^s overhead'and 
proUt^ Work, .completed- as of -that date re;f>resents 82 percent* of the total, as 
taeasured by total cost budgeted for cons true tibqV" If the ac,tua^:, total cost^ inciyrred 
up«n comp Lotion' of all 101 units did not exceed theSb.udgqted dosts o£ construc|j|^on 
inclufei^^of builder's overhead and. prof it,' the average'^-^strbction cost per unit 
rehabi).itated would be approximately $13,^00.- Hdwevfer^ given 'the costly^ changes ' 
and delays j**this- estimate is probably' on -the conservative side"' 

5^. * Re^LEfetate Management Division 

'wcbc^s Real Estate -Management Division* was^es^afeJj^sl^^ an organi^atidnal- 
componeatiAn July of 1973. Afc present,' it ±s treated as a^"^ia>^i2ed component of 
WCDG,- eventually 'expected to gerferate profits . This division is 'rtspons ^ble. for ^ 

• the^ma^nagement o't residential',\coninercial, and indust-riai inyestmeiit property owned 
or operated by 'TWO. 'The ^Property Managem&nt Director ' s dutie^ incliide the arrange- 
raent for maintenance , .reconditj.onihg, leading, rental collection on o^xciipierd 
properties, and record keeping on mortgage loans, taxes, insurance premiss , and 
rental income. The director also counsels the organization on matters^oWrning 
financing, purchi^sing,^ and selling of property and handles' real estate appr^i^al, 
mortgage financing, and the preparation of various forms utilized itt. the *proce^ing 

of FHA loan applications. 

Prior to July, 1975*,^ management functions pertaining to properties, owned' by / 
TWO'wete performed on a low priority basis and were loosely organized 'under TWO 
Management Corpbration.. '3y.^€he time fni lea tones wexe being set/iTdal estate manage- 
ment had assume^d s rtew. pokition, with higher priority, reflec'tling the culminatfion 
^of severaTf actors. The Jnost, significant^^iactor was the new program direction' 

* . taking shape, within TOO/WCDC. Pricrrities were restructured .to reflect the emphasis^ 



on developing a comprehensive approach to'^'^tkg r^devfelopment^* of Woodlawn on a^ large 

* • . • . ' I - • 

soale, three primary areas" of * concern emerged : • real estate development ,[ real- ^ 

estate management, and financial affairs. -It was dfetermined that extensive .staff. . " ' 

""^^ support would-be coricentrated in 'these three areas. * . ' 

Duria^>iHe year for*^ which performance is*being evaluated, the Property 

Managemeat Division's major* priorities were the irijp Cementation of a remedial 

management .plan for Woodlawn Gardens ai\d the development ^ of a marketing strategy 

, for Jacks^m^Park Terrace. ' * ■ • -I^^ 

* * * , * • * 
Milestones^ and Achievements • - . ' . \ ^ ' 

. ^ Experience with property management during the fir'^t year of this study, July 

^ 1972 to Jiiily 197>, was rather^linv^ted in scope. During that year the management 

enliity. was responsible for the performance of . routine accQunting tasks. All 

•decision hiaking, concerning utilization of properties^ was carried out by joint 

* discussipns. of key staff. 

When milestones were being set, however ^ plans concerning the responsibilities 

* and performance of Property Management as an organizational component were indica- 
tive^ of the 'hew importance attached ta trhi^ activity by TWO/WCDC staff. Expectations 
i.n the year for which performance was evaluated reflected the first phase of WGDC's,^- 
eoa-l of estabrisFii^g a Management Divisicfn with-the demon&t rated ^capability of 
manargirig property *on ^ la»rge scale*. SeJ^cted milestonles and achievements are shown 

-•^n Jable 11. ' ^ ^ 

The general picture is one of a shortfall in achievements relative to anti- ^ 



cipated *level3 of outpjut.^ In the case of occupied resideh^tlal»units.. under management 



and reotal collections from scattered sitres, the lower 4evel\ of output is due to 
circuinstahces .outside^ the direct control of thie Management Division. Due to the 
failure'Of the contractoij^^to'pQ^fprm according to schedule on RedwelTopment. II,*' 
the units wete npt turned- over to- Propj^rty Managements^ for rent-up. ^\^nsequently, 
, ^the rental income 'from these uQit%, anticipated on some units as ea\ly ^as February 
,«35^74, was not generated.* Also, ^ince Jackson Park terrace was not completed when 
' anticipated, ,^he commercial ^pace inw the. development was not available for leasing 

by the Management Division. r^-^ ^^"^^T^"^"" ' — — ^ 

■ ' . * ^ . *' . 

. The major expansion of the Division's scope of activity during the last year 

involved thef assumption of manefgement functions fqt^ Wood lawn Gardens apartments as , 

/anticipated. Rerft^al collections, from Woodlawn Gardens, $667,000, slightly exceeded^ 

* the level targeted for the year, $654^700. The increase i^esulted in part because 

: there were fewer Vacancies during the yeair than anticipated'. Paft of the success \ 

^ * , • - ' ' '•' - '58 
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Tablft 11 

PROPERTY MANAGIMENT - SELEGTE-D MILESTONES AND ACHIEVEMENTS 



r 



"4 

Milestone 


• Actual 


* 

Expected 


Actual '^'^^"^--^ 


As t)f 
7/1/73 


* Daring 
the year., 
7/1/72 to 
7/1/73 


As Of ^ 


•* 

During 
the year, 
7/1/73 to 
• 7/1/.74 - 


As or 
7yi/74 


During • 
the year > 

f/ / i/ / J CO 

7/l/7v.^ 

r 


t. Number of fesideft- , 




• « 






674 , 




tial units, managed 


193 




700 






sr. Occupied " 


15 ^ 




590-600 




522 




2. Square feet of com- 














j^ercial space under 














management 


134,\p 




136,6170 . 




134,470 




a . Occupied 


106,79bv 




•117,990- 




91,284 








128,000 ' 








3. Gross rental 












J- 


collections (?) 




. 171>Q6 




904,000- 




821,966 










907,000 






4. Fees earned -at 37o 




'it ' 










of collections ($) 
— ^ — T 




0 




27,120. 




0'- 



Not6: Additional miles tones were established for: nun\ber of- owned properties 

managed (residential, commercial*, vacant), gross rentalN^Uections by ?ite , 

rent arrearages by site, and tenant turnover by site*. ^ ^ . " * 

i.n,meeti<ig this milestone shoul(! be attributed to improvements in billing efficiency 

/and-.tenantrtnanagoment reflations. The successful implementation of a computerized 
aged* accounts receivable billing system for Wood lawa Gardens is a particularly note- 

• worthy accomplishment of the Management Division during the evaluation, which is not < 
refleq^ted iai th'^^tnilesxones^ as is the establishment of an interim agreement with 
HUD on the financial status^ of Woodlawn Gardens. . ' . ^ 

In cpmmercial apaiie management, the achievements during the year relative to ^ 
expe^ctat ions, were disappointing. At the time milestones were set, WCDC managefh^nt 
anticipated'^ that a total of 24>000 square feet would be leased to. comraercia I tenants . 

" in the remainder of the property which' TWO/WCDC owns, and partly occupies , by July 
'1, 1974. However, during the year* several tenants vacated the premisses and ncr addi- 
tional sp4ce w^s Leased. Commercial space in. the property was leased to only ' * 
one small tenant. As a rj^sult , rental income from commercial tenants i^a^also' 
considerably less thah an'ticipateds This shortfall in rental income wa^ particularly 

. costly to WCDC in view of other factors. Tenants vacating the property during the 
year ditj so with high arrearages in rent. In addition, operating costs for the year 
turned out to be significantly higher than anticipated when the property Vas pur- 
chased in January 1973. 
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The poOx expedience with this, property se^ms to be due to a nunvber of 

factors. First, the ^prospects for' leasing space East 63rd Street were, and are* 

extremely poor. Second,' the al loca tion' of the Property Management Division's time 

. in accordance with program priorities resulted in thfe total absorption of time and 

effort .in other activities, primarily Woodlawn Garden^ and Jackson Park Terrace. 

.•Thus, when tenants left, little, effort was devote<3 to securing'nev occupants A , 

• d . \ 

third factor was the recognition, that it'would Jiot' be feasible to lease space 

siftcessfMlly to commercial tenarffcs until renovations were made . 

'fhe otheif ma j^or. oommercia 1 leasing mi les>tone set was for the Woodlawn Gardens 

Plaza.' At the 'time milestones wejre sef, it was expected phat a major tenant would 

be occupying 70 to. ^0 .percent o^- th^ leasablia area by July 1, 1974. At a minimum^ 

WCDC expected that.^S firm and.final cotnmitment would have been secured .from ahe ^ 

major* tenant , in «|^hich» c'asQ the mallwp.ttld be 70 to* 80L p&rcent vacant pending 

move-ia of the, teijant^'' • ' ' ' • \ . 

• . ' - -V * 

'As of Jiily 1, 1974, negotiations -were in proc^erss! wltlf a private group of 

medical professionals, although at'^ij^al lease agreement had not yet been reached. 

i ' • * . " > • • . , 

The particular's of the dey^lopmenpt^' with respect to the mall during the last year 

are contaiaed in the discussion of Woodlawn Gardens. It should be noted. here, 

ht)wever, that nHUD ^ppro^ved*-the plan and one .lease -had been signed as of October 

1974'. Occupancy was projected for- February of 19^5^ / ! ' 

Fee^s^or management; services wer^ jio^genei^ated during the milestone^ year, 

althbugh some h^ci be^n anticipated. Current expectations are that fees, will be 

earned, at 3' percent of rental col'Lect'ions-> as housing unlts^arfe turned aver from"^' 
, 5? ^ • * 

the^Real Estate P.lanning and Development Division to the Property Management- 
iDivision. 1 \ 

D.espite the s-hortfall in milestone aichieyement, the establishment ofVthe 
Manag.ement Division and the apparently successful assumption of m^agSoaent respon-, 
sibility for Woodlawn Gardens housing^-within one year's time--are Significant 
'achievements, ^he changes we* bave observed between 'the ad hoc management activities 
• of TWO/WCDC duri^ng the first year of this ^evaluation and the professional management 
capability whiclx developed during the .second year are strong indications of ma.rked 
improvement - / • * \ \ \^ 

C.^ Commercial 'Bnterprises DivisioiY , \ 

This division is comprised*of actual "or potential p^rof it-making entities of 
WCDC: TWO/Mar.yUnd* Theatre , TWO/Securi,ty Patrol, Inc., Observer Publications, 
Inc., and TWO/Hillmah's Supermarket. 



1. See Chapter 5. 
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1. TWO/HllJman^s Supermarket 

TWO/Hillman's was incorporated pn July 9, 19J0 and began retail operations 
on November 18, 1970.' The store leases 14 ,00is-«f^are feet of space from the sub- 
sidiary of TWO/W CDC which owns the Woodlawn Gardens Development.. Two- thirds of 
the common stock is owned by.T.^.O. Enterprises, Inc. and the other one-third 
of JChe conanon stock is owned by Hillman*s, Inc. The latter is the major supplier 
of the groceries , sold in the supermarket and provides mariagement services for 
which it is paid a fee of three percent of net sales. 

. Throughout the evaluation, »TWO/WCDC has monitored the progress of TWQ/' 
Hillman's steadily. Emphasis pn this entity as reflected by^ allocatiori of key 
staff tiirie has probably decreased since the first year of operation but has v 
remained relatively constant throughout the relevant time period^ . » • 

Milestones and Achievements • ^ , * V* 

* . ' '*.'..•*'•»«' 

Performance du2:ing the evaluation year' is' showrf in Table 12./ • ? . * y 

*• • - 

Table 12 ' ' ^ ^; ^; 

TW0/HILI2^N*S SUPERMARKET - SELECTED MILESTONES AND ACHIEVEMENTS-^* , *^ 



Allies tones 


i — 

Actual 


Expected ' 


'Ac.tual • 'c- 


As; of 
7/1/73 


During 
the year , ■ 
7/1/72 to 

7/1/73, 


As of 
7/1/74 


During 
the. year, 
7/1/73 to 

7/1/74 . 


As tNf- • 
, 7/1/7A 


'the-'.yeai?, ' 

.7-/a'/7a,£(i*-; " 

• 7Al'/.74 ■ ■ • 


1. Volume of sales ($) 

2. Net profit ($) 

3. Retained earnings 
(deficit) ($) 


(16,860) 


3,703^,730 
25,820 


'3^,140 


3,700,000' 
20,000 


24,555 

_ ..c 


4 i.03a',.3'4& * ..>. 

-'---4i,4i.i v 



Note: Additional milestones were established for; annual rental paid t6^ 
Development Association and management fees paid to Hillman's,. Inc\^ / 



\ 
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The actual volume of sales of TWO/Hillman's exceeded expectati9ns Ivy a^roxi" 
mately nine percent. Gross'profit for the two years shown held rel^tfiveJLy, consti(,iiC ' 
at approximately 20 percent of gross sales, while net profit Increa^sed^'froni .^.70' . ".^ ' ■ 
percent -of .gross sales to 1.03 percent. Thus, while a decline in operatliig' g^rplfits, '^t-. 

from .70 percent to .54 percent was expected, the actual accomplishment signifi*-. - . * ^ 

* i *■ ^ . . . ^ 

♦ r,' V 

cantly exceeded the (jrbjection. Sincq gross profits as a percentage^of saij^s jfiq^*^/^ 
not change significantly, the increase in profits seems largely attributable* to . ^ 
increased efficiency of operations. Tha'^t is, with a relatively constant' ^to3s . . - 

profit margin of 20 percent o,f gross sales , operating expenses as a perc^nt^g^'^'QLf :J^C/y. 
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gross ^profit were reduced from 96 .57 ' percent for t;K^ *peri($tl July l/ 1972 ,talJune 
30, 1973 to 94.87 percent 'for the period JCiiy. 1 * 1973' trp June JO:,^^:^^^^^ • \ 

recent national ^experiene^ witfi ' rfesp^ct to. rising ciDSts this performance i« ' 
particularly no'teworthy. . ' %» *' • # " . 

2. ' * Ha ry land Theatre ' \, ,'^'4-. * * • ^ 

• ' . • ' * • ' • ' 

Donated to the Wood lavm Organization ia .^arly' 1971^' t>he TWO/Maryland Theatre 

iconstitut^es the third component of the Commexcial'' Enterprises Divisijcrn off WCDC>» 

Current* movies are sh9vm as well as speeiaj. films of particuJLar interest ♦to tfie 

blat:k community. The threat re operates a con'cessioT; stand in the lobby and seats 

r,468 people. * , t ' i " • . * • . . ' * ♦ . 

Milestones and Achievements * . * * ^ 

^ Achievements r^Mtive to milegtpne targets for the Maryland The'atr^ duryig 

the ye^r for which performance is ^e^ng^/evaluatsed arfe%howit i-n Table. 13. The 

figures indicate that although Revenues fell slightly .short of the target^ *level , 

^ * , •* • , • . 

the proportion of 'revenues requited 'to^ meet expeli^jes i^as somewhat? Jower tHan apti- 

cipated. Consequently, the tab'le shows a^net incofie which exceeded 'the projected. 

level. Xhe major increase in operating expeWfes* over the two ye^r9 resulted from 

.a sizable ipcrea^e'in real estate tfaxes , a factor largely outside of management 
« * - ^ 

control. The Theatre was successful ^n absorbing this increase bectiuse. of% tts 

• • * • ^ ^ 

ability to raise revenues significantly highey ^tharf the previous year. On the 
whole, experience during the ^^ev^J-uation year represents an Imp^rovement relative to 
expectations.. ^ * • 1 

• Table 13 * ' ' ' • . ' * . 

• -MARYLAND \ THEATRE - SELECTED MILESTONE^ AND ACHIEVEMENTS 

. \ « 





> * 


Actual 


« . . 

ExjSected 


Actual 


• 

* Milestones 


• 

ApS of 
7/1/73 


During 
the year, 
7/1/72 to 

7/1/73 


As of 

Vim 


, During 
the year, 
7/1,/ 73 to 
7/1/74 


• 

As of* 

7/1/74 


During 
the year,, 
7/1/73 to 
. 7/1/74 


1. Revenues* 

2. Expense? * • ^ • 
Net profit^before ' 
incoipe taxes (loss) 

'1 : c ' 




$372,438 
376,295 

($3,857.) 




$450,000 
444,150 

5,950 




$440,-364 
432^695 

7,669 



Note: Additidtial milestones were established for: . price of admission (adults 
and children), net profits as a percent of revenues (loss)', and nuijiber^of full- 
time and^-pAHt^ime employees. ^ 



3.- *TWOySecurity' Patrol > Inc , ^ ^ , • " 

^* The third ^componenC of the WCDC Commercial Enterprises Division, the TWOA • 
Securi^y.P^trrql * has l^een offering its guard service on a contractual basi^'since 
May of 1^69.'. The need for protection afnequipment used during tfie constriuTtion 
of\*oodlawn Garde'rrs promp'ted the fortaation of this;, entity. In August of 1971,^ 
the op 
were 

during 1974 has-been the co;j^pietion^ of s t*r indent guard trMning required by the 
.state *in orde/ to'(tbtairi a»license. Insured and bonded, the, Patrol j.'S now 
•licensed by tlie ft^te as a private Security force\ 



• • • • « • 

)peratipn was iTicorppraf§.d;apd pro'c^dures required to obtain state license 

initiated^ The jna jot qualitati>ie acp omf)li^hment of the,' ^ ecu r^y ©Patrol 



.•*»ln*JUerms of priority, this entity seems to^have undergone a decline in 




r 



has be^n accorded a'st^tus of lower f/tior:yty th^n before this sTiift occurred. 
S*ince that time, it appears" that this entity^ (along witl^ the other three) has 
•oDerated.owith a relatively low, but cons^SteR-t, degree of emphasis key CRC 
mapage^ment.staxf . • , » • ^ - 

Milestones ar>d A chievements 

Performance during the evaluation yeaf is shown in Table 14. 

« • 

Table* 14 ' *. 

.TWO/SECURITY pXTROL, INC. - SELECTEP ■■MILES TONES AND ACHIEVEMENTS 




- , • 


Actual 


Expected < 


Actual , 


*• 

* • 
• 

• 

Itilestoije^ 


As of 
7/1/73 


During 
the year, 
7V1/72 to 

7/1/73 


As of 
7/1/74 


During' 
the year, 
^/l/73 to 

7/1/74 


'As of 
7/1/74 


During 
the year, 
7/1/73 to 

7/1/74 


» * 

1., Number o4 contracts 
/ secured • 

2. Volutfye of*sales * 

3. Net profit (loss) 
befote'income taxes 


e 

10 

«, 

i 


•$93,710 
($10,903) 


7 


$200, OOQ 
$ 23,000 


8 

/ 


. $199,671 

« 

$ 14,587 



Note- Additional milestones were established for: total expen$^, wa^es and 

• . • ^ 

salfrries, and number of employees. 
• <i • 

As shown in Table 14, the achievements over.JThe milestone period correspon< 
quit<e closely to tli'^** targeted levels' of achievement except in the case of net 
priafits. The reasons for this shortfall are hard to discern due to the lack of 



consi^Jient hisfcpric^l data based on* contracts, r^c^ipts.for services and expenses 
:^ ^ for this activity. Furthermore /.ohe figures shown in the table represent accounts 
re'cbrded*- on* a cash, rather than accrual, basis. This may account for part of the 
shortfall^ in net profits. , , ' ' .4 ^ 

^ ' Ba*5ed on the?, figures* shown, however, the Security Patrol definitely improved 
'* its ♦finaAcial position during our evaluation relative to the prior year. 
, . Sinc?e*the ffroj)oftion of total e^^penses for wages and salaries, the major expense 
* item, "^changed very little over the two years, it is clear that the drastic turn 
around* in the financial status of thi^ entity resulted from a large increase \x\, 
revenue receipts. A large part of this increase is attributable to the payment of 
the prior amount due for services rendered by the Security Patr-ol' on the Woodlawn 
Gardens development. Prior to the year ended June 30, L974, payments dae from 
Woodlawn Gardens were carried as accounts receivable by the Security Patrol because 
^ * of the Inability of Woodlawn Gardens tp carry the costs of guard service. 

. The primary constraint affectj^fig the financial sta^tus of .the Security Patrol 
since Its incept,ion has been the, imposed subsidization 'of 'Wooqlawn Gardens. The 
majqt new opportunity which- t^e Patrol was able to capitalize upon was presented 
^ . by the cons true j^jjon starts on the two*raajor housing activities of TWO/WCDC during 
this period: Red^ivelopment II and Jackson Park Terrace,. It sjiould be noted that 
this is an illustration of an important advantage characteristic of the CDC as an 
institution: the ability to ijjterna^ize.interdependenci'eB among different activ- 
ities. * 0n the other l^an4,^t;he experience ^ith Woodlawn Gardens points aut the 
potentially dangerous aspect of such arrangements, i.e., the failure of one entity 
."may significantly impair the viability of another component of ^the CDC."* 

4. Observer Publications, Inc . . ' ' * ' , 

* « * «. • 

The Woodlawn Observer newspaper was created in ^'1964 to Serve as a vehicle 

for disseminating, news of TWO's activities throughout the community -serNted . While 

continuing to publicize TWO*s involvement in community, concerns, each weekly issue 

of the Observer now covers other local news and events as well. In 1964, 5,000 

issues pej wjeek were printed and* circulated on the average. 

Milestones 'and Achievements ^ ' ' 

Due to tha low priority accorded the Observer relative to other activities 
and its precari^ous financial status, the "future of the Observer was uncertain at 
the time milestone targets were being qhosen and set. Consequently, target levels 
of achievement w6re not set for this yentity. 
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It should be'noted, however, that although this activity h^s not been desig- 
nated by CDC management as^ne of high priority, con^icierable time was devoted tq 
improving the financial position of this entity (particularly that of one key staff 
member) in the latter part of 1972 and .early 1973. It is probably true that one^ 
of the consequences of this drain on staff time (aVong with the time spent on 
Woodlawn Gardens and Standard Oil) was the^ delay of the development and implemen- 
tation of a consistent financial management system for all of the tWO/WCDC entities. 
This is ''an important illustration of how^allocation oi key staff time in response 
to existing problems can result in insuf f i.cient attention devoted to other activ- 
'ities of higher priority. 

The successful turn-around of the Observer has prompted plans to expand . 

Zerations to more general "communication art," The Observer itself may be expanded 
to an independent publishing company. In* addition, a new Communications Division 
has been established as part of WCDC which will begin publishing in^house reports, 
hold cultural workshops etc. Currently,* this division carries a one-half hour 
radio program per week. ^ ' ' . 
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D . Manppwer Division ^ \ , • . ^ . ; 

Thh history of TWO's involvQpient in the* area of manpower problems b^ilns m-'^ 
1564--a time whic'h marked the earfy movement of TWO's orientattbn^'f rour^one of" o 
protesq^oward one of .prograips.. .The information here focuses on-TWD/WCDC manppwer 
activities during the la§t two. years, ^hi^ 'particular period mVks an. imBCjr^antf ^ c 
stage in the evolution -of the role of manpowe^f actiyiMes ag a c(3iBp<J1ae3tt3r,^t* tn#. 

overall strategy of the*'t'DG<e. / 

-» * 

Questions concerning the strategy land impact of a ^crisis-oriented*' CDC 
versus that of^an "economic development'\CDC vere raised and debated early in 1973. 
' 'Ih the course of this tufmoil there were some who advocated the position tha 
cfevelopment , traiping,, and placement activities were ch^cterifftic of a crisis 
orieatation and did not *result in long-term positive impact in the community -- 
peop.le tended to Leave the community as soon as they were able. Given limited 
staff and financial resources, as w^ll as the constraints imposed by various fund- 
ing soui^s questions concetning whether or not to continue efforts in the area 
of manpower, and if*so,'^^at what level of effort, were seriously debated. As „evi- 
• -denced by the number of new manpower training programs now -under way, it is clear 
that the decision w^s made to include manpower programs as a supporting Qomp^onemt 
of the new strategy for large-stale development of Woodlawn. 

The current activities o£ the^Manpower Division are fomally carried out by. ' 
The Woodlawn. Career" Vocational institute. All of the training programs conducted 
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by WCVI are institutioi\al and have been funded by the t^anpower Development and 

Training Act (KDTA) through the Board of Vocational Educati^on and Rehabilitation 

' / • • ' 

of the Stat*e of Illinois on a cos t- reimbursement basis. No other training programs 
were conducted during the period July 1, 1973 to^ July I, 1974, 

'Table 15 shows the achievements of WCVI relative to selected, targeted levels 
during the evaluation year as well as the accomplishment^ of the prior year. By 
successfully reducing trainee terminations, the clerk-typist training p^rogram grad- 
uated seven more people than proj^ect^d. In addition, job placetifents exceeded 
expectations by nearly 44 percent. Performance on the two programs shows marked'*'* 
improvement in terms of graduates, and especially placement^, Jas a percentage of 
enroUees 



ua 



roUees. In the first year, approximately 61 percent;*^ of the enrollees' .j^ere grad^^-*; 
ted and only 30 percent .were placed, in jobs,,* wherieap in ^he osecon/ y^f , abou^''?//' 




cpenditure a§ ^tipul^^cfed by J 
graduate/placement o>{,er. .the eva Ii/at;i0nfi*yea5. was •$983, 



• * ♦ ♦ . \ * * ' ^ ^ ' * * • ^- ♦ • 

• \ '^.^ Milestones \ . • * 


* . Actuajl 


Expected 
.7y;l/74 . 


Actual • 
' 7/1/73 to 


' ^^ > r.. 

1. Tund jng ^levGj. * « , ^ • • 
*2^r lumber* ©-f^ ,p^op le''»tcy'6e traine*d 
3! fJunpber of graduates* , /. , , 
4. •Number of A)latements • *• » , 


' . » . . •' 

75" V 

; , 50 

25. 


'•■^$42,268 

: "SO 

30 •. 


' # ~ 

••$A2,*?68 

43 



4-^ 



Nc5ce4^^ Additional'*mile5tbne^ w*^re established »f®r: ^number ^bf people 
* enrolled number af termirfations , and stipencfs to trainees . 

At lea^t part of the improved performance should be attributed to tKe learn- 
ing; experienced by the manooweV staff during the earlier MDTA contract concerning 
administration and screening and orientation of^ trainees. The relatively poor 
perviformance in placements under the earlier contract was due also to a significant 



change in the job market during the latter part of the program, largely resulting 
t C* ' ' ' * • ^ 

from layoffs by County Hospital, and the delay of the openijhg of the* Greater Wood- 
.lawn Assistance Corporation (GWAC) , the new health facility sponsored by TVJO. 

One of the major objectives not reflected in the seflected milestones was the *^ 
generation o^ new training contracts, In October 1973, several proposals were in 



t 



.erJc 



process f(\r submission to the State for funding,. At that time, XWO*^ Director expectdfd 



to have final proposals in 6n at least three new contracts, to train a tQtal of 
approximately 150 people by January 1, 1974 with the new program staj^Kig^ soon* 
thereaf'ter. As ofOuly 1, 1974, this expectation had been fulfilled well beyond 
thQ level anticipated. Six new contractus, to train ^15 people, had been secured, 

Anoijier 'training program w^s conducted by TWO/WCDC, but not within WCVI, duri 

' the two^ear period. Th'e WCDC Clean and .Board y,p Contract was. a agreement with 
th^ I^pinois Institute, for "Siyialt^olicy which provided wages to former welfare ^ 

*Vecipients who' would be hired by TWO- to cleaji and -board up abandoned burldings in 
Woodlawn. 'TWO also agreed to 'supply all necessary materials for t'his activity. 

• Reports .indicate that IS'Woodlawa residents were employed to clean^and bd^ard up 

^ • ' V V 

•a ^ota^ of" i7*''bujJ.cHrigs in Woodlawn. At the time milestones wl^r^ being set, no 
^^J?bi:th^tflaci:ax.ity on thi«r;prQj<ect 'was -anticipated. 

* <A^>(>^h''it is%dl*fficu^lt to quantify the performance^ of the refe^rra.1 service 
to& cdfrimuni'tfy' t^^iSeiT^st: i*ts' v^J-ue should not be overlooked. For example, a black 

contractor, ±d^Hit&d and^ s*tt6ngly promoted by TWO, was awarded contracts by the 

• ^ • •'i*** 

♦ Chicago^-Transit' Aifti<horjy:y to paint the el structure rtinning through the* center of 

r •» 

Woodla«n and to carjfetruct a substation power plant. Subsequently,- the Manpower 
\ Divi*5i€m of TW0*reC|rred several people to the contractor for painting and con- 
^•s-tfCiction jobs.^ ' \' 

t» " The abiUty o.f the CDC to influence decision making on the city level in 
'th^S' manner and tlTereby indirectly enhance the likelihood that Woodlawn residents 
reierred ta- lobs created .by the contracts will l>e hired is illustrative of ^ 
.sign^io^nfi class of activity in the .CDC process--intervention in the production- 
of ^oo(*s '^nd 'services undertaken, by institutions other th^h the CDC. That is, 
-in- action' to diVect production activities, CDCs also engaged in a set of activ- 
' i{ibs designed to create, a more conducive, opportunity/ constraint structure in the 

•0 envirconm^ent . ^ * 

•'One of the major constraints a'ffe.c'Ung the ef fee tlyeness of the manpower 
'\^f^^rt in general, according tp TWp 's Director, is, the nature.of national manpower 
5 'p^^icy. That is, national manpower programs are designed to addtess only one of 
r the crucial aspects of the employment picture: skill training and upgrading^f 
' individuals. Another important aspect which i,s not currently addressed, parti- 
^ cularly ip terms of provision of funding, is the development an4"analysis of 

* skill inventory relative -to job inventory in the local area over* time. The poten- 
.tial impact o'f manpower programs could be significantly increased if these two . 

aspects--skill training and skill/job inventory--could be integrated. .Past and 



current MDTA contlracts do not eveq provide .funds for^job development activities 
reqiitred tol place the graduates of a given^ogram. 

^E, Community Services blvisien^ * ^ - . ^ . ' " 

The Community. Services Division of.W(S)C encompasses two activities: the 

Greater WoQdlawn Assistance Corporation and th^6 Black^Adoption Agency. The latter 

i.s a new program which began operation in July J.974, ^Consequently, this section 
***** 

reports- only on -the performance of the Qjreater Woodlawn Assistance Corporation. 
\^ . Gteater Wood lawn As-sistance Corporation * - * \ 

Tlie'.-ide'a of J[?roviding heatJ-tK services to Woodlawn residents through a Health^ 
Maintenance «prgani2ati^n (HMO) originated in TWO's Model Cities Plan in- 1968\ An-. 
HMO is BaslLcally an organized health care delivery^ system designed to serve a 
defined population (those in the community Who enroll on a prepaid basis) with a 
complete range oTquality health services. When^this evaluation began in the ^ 

. summex of 1972, GWAC was^till in the planning stage. 

Funding for planning was obtained from the Department of Health, Education, 
and VTelfare ($45,00O) and the State of Illinois Institute of'Social P61i'cy 
($100,000). The Office of Economic Opportunity also agreed to provide $710,000 
in 1972: $100,000 for equipment, $250,000 fdr renovation and/or construction of 
a facility and $3B|0G0 for operationaT and administrative expenses. - ^ . 

The official opening took*place on July 16, 1973 at .'what was then expected 

"to be the temporary location of the facility on.E^ist 63rd SHsreet. Plans were 
under way for the renovation of Woodlawa Gardens Pla2a , tbe intended, permanent 

'site for the center. The services of tlje health center were designed to promote 
both primar]^ and preventive health care by the provision of a comprehensive package 
of medical services to those families enrolled in the program, including general 
physical examinations, dental care, ps^^chiatric consultation, and oph thalmological 
ser'vices . ; , -V/' 

When the center began servicing clients inflate July about 2,000 people had 
been pre^enfoUed ^in the program in anticipation of an agreement with * the State 
o^^Irtinofs ^on a 'dapitation plan. At opening-, ^he state had not yet issued its 
guidelines for capitation. Prior to capitation, GWAC was . to operate on a fee for ^ 
service basis .** Once ^capitation" plans were formulated; GWAC wu Id receive a flat 
sum per ehrollee per month in exchange for the provision of a specified package 
of services to bfe provided ae needed to e^ach enrollee.* 



Milestones a'hd Achi-evements ' , * 

— : V — . - ^ . , . 

..At the time milestones were set, there was considera^bl-fe uncertainty surround 
ing the future of*the health center* One factor was that th^ State's ^position on 
capitation guidelines remain(^d unsettled. A second unresolved issue concerned the 
feasibility of renovating Jthe Wood lawn. Gardens shopping jna 11 to accotnmodate a' full 
scale HMO on a ^p^rm^nent *b^si^. , Finally*, the Nixon Administration, w^s attempting 
to dismantle the Office of Economic Oppbrtunlty at this time and OEO officials 
could not guarantee the* funds reserved for GWAC, partly because responsibility for 
the HMO 'program* was- already^ in a statue , of tfi^ansition .^rom OEO tcHEW. 

■ De'spitfe these difficulties, milestones were set in accordance witji expecta- 
tions of TWO a*nd GWAC's ,st;aff . The targets reflected achievements which were 
deemed necessary i^ the \M0 was to survive beyond the year for which performance 
is beidg evaluated. Selected milestones a^d achievements during the evaluation 
ye^r are shown in Table 16. . ^ , ""v ' • 

* \ : ; Table 16 

GREATER. WQODLAWN ASSISTANCE CORPORATION ^ SELECTED MILESTONES AND ACHIEVEMENTS. ' 

. 2» 



Actual 



Expected 



Actual 



Milestones 



As of 



During 
the year, 
1/1/72 to 

.7/1773 



As of 
7/1/74 



During 
the year, 
7/1/73 t<y 

77 im 



As of ^^ 
7/1/74 



During 
the year, 
7/1/73 to 
. 7/1/74' 



1. Nurfiberl enrolled 

2. StafiJ \ ^ 

3. ' Average number of 

visits per w^ek 

4. Total revenue . . 



'5. Total ejtpendi tares 



2,013 
14 

42,25' 



5^000 
31 



200 

4 



'9S4^ 
13 

67 



$208,000 . 
Average ' 
0 visit.) 



'4^ 



^210,000 



.$ 21)480 u 
^•(Average ^ 
$7.26 
visit) 
$253:,669 • 



^Not operable durtn^ this period. ^R^egistered > Note; /Cdditional milestones 
were established for:^ funding available and ne,t income (loss). 



Based on the figures ^howrt, tl)^° experience of GWAC clearly did not reach 

t;he anticipated level of performatnce. A number of substantive changes in the 

'Operativjfe f -amework for this entity ^haye occurred., however, and as result*, 

straightforO^rd comparisons between t^argets and Achievements do not lead -Cp. as 

meaningful am interpretation of performance as would otherwise be'* the caf^.«»' It 

• ^. ■ . 

should, b^ noted , ^^IsjOy that thiS* interpretation of performance for this pariticular 

> * . ' ♦ ^ ... ^ ^ 

act}ivlty Is somewhat limited by the lack of any ccm^paratiVe standard, i.e., 
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there are i\o previous years of experience for GWAC itself and we have n6- data- on 
IrlMOs operatTng in other communities with similar population qharact-eristJLcs . 

the first mitigating'^factor relates to Che tai^geted numbeV of en;*ollees. 
The ""figure shown in the 'table for enrollment as of July 1, 1973 actually "Reflects 
the number of people GWAC had pi:e-enrolled in anticipation of imminent capitation. 
During the yiear, however, it was discovered ,that pre-enrollme;ax was not' legal and . 
had to be stopped. As of July 1, 1974, therefore, there w^e,no finrollees; .instead, 
there were 95^ people earolled in the Mid-Soufhside He^^h Services Plan; Itix:., ^ 
the state cha^^ered HMO, who elected to »egis^ter wi^ (SWAC as tb^ir medical group/ 
As of tha"^date, GWAC bec^ame one of several private gro^p prracti^ces' contracting 
with the HMO to provide health services, 

^ ^ . • » , . * / 

During* much o r^sOW^yg^TTTTTTIfftrftfh^ therefore , 
the op"^rative r n v i r n w m n r fnj^Trtw^u^^ jj^ wa s Irt a state ^f'flux. Consequently, 
the health center schecJufec 



idi patient- visi.ts and served 



6n a day- 



to-day basis without reference to a defined^service population and without a 

4 ; 

capita|i:iQn contract with the stat*e. The administrator o£ 'GWAC indicated that 
during the year 2,9^8 patient T>isitS|Were handled by the^ Center,* about 268^ visits 



A- 



per month or 67 per week. The cost^f o{>erating GWAC 'during * this p.efiod waS 

$253*669. Thus, the average cost per visit was approximatelYgtf$tf5.76** It should '"^^ 

be npted that these, operating costs were not abso r b^j^^^X^uWAC since OEO's ^rant 

pfovi^ed for reim^ursfement . , * , r 

Smce capitaiiion did not 6ccur during bur ev41uation, GWAC*s'*sole sou^^ce of 

earned revenue was fee collection fr©m». patient visits, As.eviden^^ by the ex- 

\ i» • • ^ * . _ • ' 

tremely low ^^el of r.e^enue GWAC wa? al>J.e to-eollect*, it is eLear that capitation. 

had^ to become \ reality foi? G^AC to survive. At the expected capitation rate of 

$15 per^ enrol lee;,^WAC would need approximately 2200 enrollees registered under its 

tenter to genet^te Revenues suffit;ient to match th^ current Level of the HEW subsidy^ 

for^he year begit\ni\g July ;L, 1974, $398,584. Given enrollment dat^ for only two 

Roiaes in time--954 as- July 1, 1974 and 1020. as of July 3X^|1974--it-4&^iJE^i^^ 

cult to assess the prospects fo^ achieving an enrollment of 220OSay June 1,*" 19] 

As of this date (JWAC is expected to b^ s'elf -supporting on*the basis of ,the^api- 

• tation payment^plan and some fees for service^. An average ol 118 new enrollees 

• '» * * ' 

per month 'would be required to meet this gdal, ' • ^ 

Jn the long run^ it may turn out that GWAO is much better off as *a privat^e 

group' (larticipating. in a network: than as an individual HMO. There are, at least 

two obs|jrvations wh^^^^^^^fer^d in sujj[|)ort of thi^^^^^irst^the poor,! 




experience of IQWAC during the last year in generating revenues is' a cle^'r sig'n 

^>\at direct payment patients could^not support operations. A se^cond relevant 

observation was offered by Gbrden hlcCloud, forme^r? Directpr 6'f HMOs 4or HEW, to 

Stephen ^tice of K. S .SweeC^ Associates in November, 19^73: 

, . . • eh^r^has been little ^BXperience with HMO's whos^. client 
' population ^uld be characterized as exclusively '*'ghe'tto** residents. 
Typicallv, l^^C^Ssbuild on a base o f middle-incothe re^dqnts/or. , 
industrral workers >and attmpt to expand services to' low^r- income'' 
families, usually witfr^mited success*^^ • 



F, TWO Community .Organization ^ ^ , . ^ . - 

In this section the current activitie^of \>h^t was once the- ouly component of 



the Wood lawn. Organization are discussed, Al thougl^4^he shift in emphasis between the 
'60s and the I70s, from protest to p.rogram to real estate, development, antj ma;j'age- 



^ . ^ ^ * ^ ^ «■ # ^ • r ^^^^ ■{ 

jmP-nt:, ^^7^?^ \ rm^^ ahnitf'^ni Cni f 1 fnnr organizational and allocat'^ional s\i\tt^J\v\. 



U) 
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response to' changing priorities^ the Community Organization component rejdqins an" 

integraL'pa'rt of the Woodiawn CDC. --The 'major objectives ol this' compo^nt ate: 

to' maintain, protect, and build* a strong and viable commi^ity ^ 
base, tWt. bas:e being ireflTfidd-as-^he. sum total of residents 
p,£ the' community who recognize its viability 'or potential 
viab'i.lity'^and who are either mem1)ers. of TWO or pledge /ome" " , 

sort of allegiaiice to the Organization; ^ 

• . » * 

to genera*te a ^high^degtee of 'involvement and to mobilize ' '-^ . 

action around probletns' and- issues within "the -community ; and 

to *e^hance the viabifity x)f WCDC's ventures through the 
utilization of the community organization base, ^ ' 

^Operationally, the achievementVf these goals is soughby through a ctiviMes ^ 

implemented by^^the staf^ of TWP in four major areas:/ ^ ^ 

(1) 'Neighborhood Organization; . ^ . 

.(2) Environmental Ac^^ti^n .Program; * ' / ^' 

(3) Tenant Awareness Program; and ' * . 

(4) / Social Services, c , / ^ ^ \ ' ' 

During the last year, these activij^es were funxTed primarily through three 

knts: approximately §141,325 from'tfie Ford Foundation, roughly $,10,969 from 
\ > - - - * ' ^ . ' ' .V < 

»CH ON /VISTA, and about ^§8,500 from the Methodist Church. The other source of 

evfenue,* generated directly^y TWO is TWO 's -fund raising campaign which t^kes. 

• * » • • * 

^lace-*in conjunction with the Annual^ Awards Ba^riquet'. According to the. Ijicom? • 

.^ itdment for TWO for the period July 1 ^ 1973 to' June 30, 1974, approximately' . 

$^7,00(8 was*rais^d7 although some of thUs wpuld have been us^d to cover ^part , of 

^ WC|)C ' ^xpenses . Th rough the *ef forts >f the^XJoninunity Organizatit>n staff. Other- 

1. From Technical .Advisor's- Report, November 1, l??^.* * . * 



funds are mobilized for direct expenditures on activities (by the f unding^source 
Xtself) which are of plausible benefit to the Woodlawn community. One example is 
tho^iollars' spent by the Boys Club on youth programs developed io conjunction with 
5Re Tenant^ Awareness*^rograra for Woodlawn Gardens. • 

\ As in the case of^ the Restoration Corpe^ration^s Area Development programs', 
most o^the activities of this component of TWO/WCDC are directed towar4 inter- 
vening in ffeee activities of external institutions in order to brii;ig about improved 
sep^ices/condi tiOR^^f the community, or providing individuals/groups with 
;infonnatioa on accessibility and use of services, or directly assisting the indi- _ 
"^^vNL dual s 7 g£Oup s in obtaining particular serv^cesT^ The relevairt OTtpur^TcfT results 
frb^ tliese^kinds of efforts is difficult to determine since they show wp in changed 
attributes or activities of the/'other" paxty , ,be it an institution, an individual, 
or a group. ^For this reason, knowing that"^0 people were served by a particular 
*social service program is less useful in interpreting its performance than Jcnowing 
that 400 units of housing were rehabilitated when assessi>lig performance on a 
rehabilitation project. ' 

Since its inception, TWOVs Community Organization component has designated 
neighborhood organization as its first priority. TWO's efforts in thig. area<5 focus 'T" 
,on'*maintaining. the active-ifivolvement of the member organizations, referred to as 
''the Federation of TWO." These block clubs, civic groups, church groups , business- 
omen's associations, and tenants' unions make up the community base TWO regards as 
^ vital to its contiayed viability as a community organi^at^ion . The members of these 
organizations elect the Chairman of TWO*s Board, who also serves as the Chairman 
of WCDC's Boar|, and other officials of TwJ). In addition, a certain number of 
delegates ar^ selected from each Tnember. (itganization to serve on the Delegates 
Body, tlie major policy making^^-c<}mponent<^^JWO. " o ^ * 

The second major area of involvement of the "Community Organization component 
during the evaluation year was the Environmental Action Program. The EAP subsumes 
many general categories of activity that have received attention fi?bra the Community 
Orgaaization staff for the past several years; in 197S.the^e activities were organized 
under one program which was to concentrate efforts to manage external environmental 
factors in the sp,ecific area of Woodlawn where major redevelopment wasl about to 
cor«e undfer way. In'f^ct, the EAP was, and is, viewed as an essential ingredient 
of the ultimate ^success and viability of WCDC's, Real Estate Development projects 
whi^^h wjLll depend heavily on the overall quality of tKe Environment. Thete are^^ 
. six areas of concentration vit^in the Environmental Action Program: 
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4. * (I) building demolition and 'code enJEorcement , ~ ' 

(2) education, ^ ' . ' 

(3) crime prevention, , . 

(4) transportation,. , ' 

(5) sanitation services,, and 

* Qfy) fiire prevention. ^ - ' 

Milestones for the^ evaluation year were chosen for only two of these areas, education 
and building demolition and code enforcement. ^ 

The third major area of activity during the evaluation ye.ar concerned the 
Tenant Awareness Program for Woodlawn Gardens . There were two major objectives of 
TAP during our evaluation: (1) to involve residents in the discussion of manage- 
ment problems and the implementation of decisix)ns on how these problems should be 
treated a^d (2) to .develop . educational , , recreational , and social .activities to 
iri<7olve the residents. . . ^ " ^ 

A representative^sample of milestone targets and achievements for these three 
are^s of 'activity; is shown in Table 17. The figures indicate that the Comraunity 
Organization component succeeded va meeting targeted milestone * levels for the most 
part. Our discussions with the staff of TOO and the ^information we gathered about 
their efforts to mobilize action around community problems and issues showed strong 
concern for generating involvement and delivering results to the community; This 
is an important aspfect of peirformance not reflected in the milestones shown. 

The final major area of activity of the Community Organization component was 
the Social Services Program. The ^^ctiyities here focus on: (l) dii:ec£ interven- 
tions made by Community OrganizaXion staff, cn behalf o^ residents, with municipal 
Apartments and (2) other assistance provided to. residents who are e?cperd,encing 
some problem with social service delivery. Milestones were..nQt establi-shed in 
this area, although some measure of accomplishments for ithe relevant time period 
ha^. been provided : Duritig our evaluation, the staff handled ^nd reached some ^ 
resolutiofi on 400 eom>laints pertaining to housing, 1600 pertaining, to a variety 
•of municipal servi^ces, and 975 pertaining to welfare. • . \ * 

It should be noted, also, that aside from the activities under thi Environ- 
mental Action Program. TWO 's Community Organization st^f expected that a considerable 
poi;tion their '^^time would be spenf on securing the sanction of*the community for 
WCPC's overall redevetopment strategy, pryijarily through a series^ of meetings on 
different* levels of tfie community. These efforts were not necessary because re- 
development plans were subsequently limfted tq a- demonstration project. The* ^ 
Community Organization- component was utilized , >owever, as the vehicle for informing 
the residents of Woodlawn of the reasons why Jackson Park Terrace's rent schedule^ 
would be so high. . . , 
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Table 17 . ' 
SELECTED MILESTONES AND A6HIEVEMENTS 



--'MjLles tones 



Neighborhood Organiza - 
tion 

1. Number of •neighbor- 
hood organizations 

2. Average number of 
active members per 



organization 

Environitienta 1 Action 
Pcrogram 

1. Participation of 
parents in educa- 
tion processL 
a. Number of organ- 

* ized 'parent 
counc 
lata 

2. Funds/i^f^rafe'ed from 
Boardo-f Education 
a. ^apital. improve- 
ments for 1 school 

/^uildijig^ demolition 
code enforcement 
^ a. Number of build- \ 

ings demolished 
Tenant Awareness^ Program 
1/ Number of residents 
being served 

2. Average number of 
tenant meetings held - 
per month 

3. Average number of 
residents attending 
per month 

4* Youth Training and 
" Development Sunmier 
Program 
a. Number of youths 
aged 8-18 involved 



Actual 



As of 
7/1/73 



124 



During 
the year, 
7/1/72 to 

7/1/73 



Expected * . 



As of 
7/1/74 



124 



During 
the year, 
7/1/73 to 

7/1/74 



Acti^al 



As of 
7/1/74 



124 



During 
the year, 
7/1/73 to 

7/1/74 




13 



$350,000 



16 



/ 10 



$604,788 



46 



362 



1,700^ 



11 





16 



4^5 



750 



750 



^Total .resident population. Note - Additional milestones were established for: 
(EAP) number of parent meetings per month and average number of* pareilts attending 
per month; (TAP) number of residents being seryed, funding (stipepps to VISTA 
vol-unteers and salary of supervisor), number of VISTA volunteerg/Jworking on program, 
TGBD Programs) ntober of people served, Model Cities funds (salary of teacher), 
mdnthly newsletter circulation , (Cominuni*1:y HeSource Information Program), number of . 
outside speakers, imputed v'alue of services at $50 each, and ytotal funds leveraged 
for TAP from outside sources (excluding VISTA) : 



Early Childhood Development Center ^ ^ . ^ V\ / 

Since January 1968, the Early' thildhood Development Center (ECDC) has coa- ' ^ 
ducted Head Start Programs as a Delegate Agency authorized by the Department /0± . 
HeaRh, Education, and Welfare, Office of Child Development. F^^s f or this pro^gram 
are channeled through the local Model Cities organization kuown as the Chicago ^ ^ 
Committee on Urban Opportunity. 

" >ii • 

Milestones and Achievements j - ' . • - , 

ECDC's contract vith HEW covers a one-year period from September 1st through 'i 
i\ugust 31st. Six classes are conducted on Mondays through Fridays, in two sessions ^ 
lasting three hours each. Children attending these classes range from three to 

five years or age . — Acco r ding Lo the informati o n p .rovided, all of tho - famili e s 

benefiting from this program reside in the Woodlawn community. 

During the year for which performance is being evaluated, ECDC achieved its [ 
expected- level of output. The contract yith.HEW was renewed. The shortfall, in 
the number o'f children actually served is due to the fact that the maximum capacity 
which the facility can handle is 110 children, although 'HEW has stipulated 132' 
children in past; contracts. The. contract now reflects t'he realistic capacity. 

f 

Table 18 • ■ 

EARLY CHltDHOOD DEVELOPMENT, CENTER - SELECTED MILESTONES AND ACHiEVEMENIS 





Stock 


Flow 


* 


As. of 
7/1/73 


Expect;pd 
as oh 
7/1/74. 


As of 
7/1/74 


. 7/1/72 
to 
7/1/73 


Expected 
'7/1/73 to 
7/1/74 


Actua 1 
7/1/73 to 
7/1/74 


1. Contracts awarded 

2. Number of children 
served 


132 


J 

132 


110 


$151,501 


$146,749 

« 


$150,032 



Note: Additional milestones were established for: volume of contracts awarded 
sL^ce January 1968 ($), number of Woodlawn ^residerrts employed ful^ and part- time . 

If we assume that the total ^.cost of the program is approximated >y the maximum 
allowable cost-reimbursement specified in the contract plus the imputed dollar value 
of ECDC's contribution of services in-kind (volunteers financial, and administrative 
duties), an estimate of the average cost per chil-d served can be derived. Total 
cost would be approximate Ty $190,000 under this assumption, so thve average cost per 
child would be about $1,727 if 110 children ^participated in the program. 



It is worthwhile to note that one of the ^primarj/' benefits o*f an activity of 
• this sort is the additional income that may Accrue to the families served because 
^ * bolb*parents are able jto work. Fois exampLe , if t»h/\,e:jistence* of ECDC permits a 
^; • Vparent t-o work only three hours a day,fcyear round, for a wage of $3.00 per hour, 

'^tbat family would ^genera te additional gross earnings of $2,340 per year. Clearly, 
the benefit-cost ratio in this example exceeds one. * • * * 



CHAPTER 4 



THE ZION NON-PROFIT CHARITABLE TRUST 



Introduction 

The Zion (organization was developed la^rgely through the efforts of the 
Reverend Leon Sullivan. In 1962 Reverend Sullivan initiated a program involving 
members of his congregation at Zion Baptist Church in Philadelphia called the 
"10-36 Plan/' Through this plan, hjLS parishioners would invest $10 per month for 
36 months in order to build apartment houses, shopping centers, and industrial 
enterprises. The 10-36 plan met with initial success in the Philadelphia area 
and led to the initiation of the plan on a national basis. Pai?ticipation in the 
program remains, however, largely confined to Philadelphia, 

The early Zion emphasis stemmed from Reverend Sullivan's self-help programs, 
the most successful of which was the Opportunities Industrializatioiv Center (OIC) 
manpower training program. Initially this program was a mechanism, for training 
local residents for positions in industry. Iti addition to the funds derived from ^ 
the 10-36 program, OIC obtained contributions** and supp'ort from the local business 
community, in the form of machines with which ;:o train workers and curricula that 
would prepare people for existing jobs, rather than for jobs which might nev^r 
materialize. OIC, which also* drew support from the federal government, spread to ^ 
over 70 cities and to some foreign countries.^ In 1965, Zion Investment Associajtes 
(ZIA) was formed as a conglomerate of potentially profit-making enterprises. In 
"lihe f o 1 low (1966) ^ion Non-Profit Charitable Trust was; incorporated in the' 

State of Pennsylvania, as an iambrella organization for the *'8ox:iaV* or not -for 
profit programs of Zion. This division between the for-profit entitt^s^^^nd the ^ 

not-for-profit prbgfams is similar to tjiat in Restoration and The Woodlawn Qrgan^r^ 

'J 

zation. However, the influence of Reverend Sullivan's leadership is'^^till strongly 
felt in the Zion entities and , consequently , less authority is delegated to indi- 
vi^uaA-^-program managers than i^ true ih Restoration. y 

' Zion received its first grant from the Ford^Fp<mdation in 1967* 'to refine and 
strengthen its economic development activities^ A gran€ of $400,000 was made to 
ZNPCT to finance the construction. of the •Enti^prefieurial Development Training 



'1. W€| were not asked to evaluate^tlie OIC* program in this stjudy. 



72 



Center as part pf Progress Plaza. By the end of 1970, the Foundation had contrib- 
uted over $1.5 million, and several contracts with federal agencies had been 
sacured. The non-profit projects administered by the Trust were organized as » 
separate activities, prinjarily funded by federal contracts. The largest expen- 
ditures were directed toward training or assisting minor i1:y entrepreneurs. 

By the year ending 1971, ZIA sales had reached an annual level of $3,3 
million and expenditures administered by the Trust since 1^967 had surpassed $5.5 , 
million. However, because of continual yearly losses for ZIA, a reorganization 
was instituted which entailed the transfer of Progress Property Management System, 
Progress Construction Company, and Progress Development Services Corporation to the 
Trust. The main reason for the transfer was to improve the financial positioti of' 
ZIA, while providing an opportunity for the three transferred entities to develop, 
their prpf it-making potential with subsidization. During the year for which. per- 
formance was evaluated, ZIA roughly^maintained the earlier sales level and ZNPCT's 
expenditures were about $2.3 million. 

Because of the leadership of Reverend Sullivan and his emphasis on developing 
various self-help programs as a means of improving the* conditions of blacks in 
Philadelphia and the nation, the relationship between the Zion organization and 
the community of PHPJ ladelphia is different from that of Restoration and TWO and 
their respective ^communities. Zion does not serve a community that is as geo- 
graphically well-defined,, nor does it appear to have the level of community input 
into policy making as in The Woodlawn Organization or Restoration. The primary 
vehicle for community involvement in the functioning of the CDC has been through* 
the 10-36 program ratherjthan through a federation of community groups as iB-TWO 



or through neighborhood centers and local board parti^cipation as in Restoration.. 

In this chapter, we examine the activities and performance of subsidiary 
organizations 6f The Zion Non-Profit Charitable Trust, (ZNPCT) and, to a lesser 
extent, its affiliated, corporation, Zion Investment Associates , Inc, (ZIA), 

Within the Trust, th^ere are seven, components . The first three constitute 
the physical development group of ZNPCt) ^ * 

(1) Progress Development Servd/es Corporation, 

(2) Progress Construction Company, and 

(3) Proves s Property M^agement Services, • * " , . • . 
All thifee of these entities were designated as potential profit centei^s^.by t:hie 

^Trust. Since January 1974, the Trust's leadership- has emphasized^ the construction: 
company .and the manajjement company' as the most likeAy to achieve profit generation 
in the immediate Jutyre, The development company is not no^ considered a profit 
center. 
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The remaining four " components of the Trust are su])po'rt^d. prim&ri-ly..J^fi4nds 
secured from sources other thaa the Ford Foundation. These entities are: 

(1) Progress Venture Capital Corporation, 

*(2) The Entrepreneurial Development Training Center/OMBE Affiliate, 

(3) National Progress Association for Economic Development^ and 

(4) Progress Education Prograip. 

The first three entities conduct operations in the area of individual minority 
entergrise and entfep'reneurial development. The Progress Venture Capital Corpora- 
tion, a Minority. Enterprise Small Business Investment Compai^ (MESBJC) , is engaged 
in loan and investment activities in minority business while entfeplr'eneurial 
development and loan packaging activities are primarily conducted by the Entre- 
preneurial Development Training Center. The National Progress Association for' 
Economic Development is a national center which supervises and monitors the activ- 
ities of several organizations 'in other cities which engage in business packaging 
dad loan procurement for minority entrepreneurs in their respective cities* The 
Progress Education Program was instituted as part of the -10-36' program and is not 
" current-Ly a major activity of Xhe Trust. c * 

The for-profit cprporation affiliated with the Trust, Zion Investment Asso- 

(V t 

dates', Inc. , consists of five' subsidiaries at present: ^ 

. : tl) , Progress Aerospace Eifterprises , Inc., . ' 

(2) Progress Products-«Company , ^ . * ' ' 

(3) Progress P-laz^ * ' * ^ ^ . 

(4) Oup Markets/, Inc., and ^ . * • 

• / ' ^ ' ' ' " " * ' ' ' 
1 (3-) Erogres^Enterprises, ^Inc. ' * ^ ^ 



.All of, tfie businesses of ZIA* are for-profit operations aXthcmgh profits have .not 
'been extensively generated to date* Progress Aerospace Enterprises Inc. and 

Progire'ss Products Company are ele'cttonics manufacturing businesses. Progress 
' Plaza is a shopping center with commercial space for 19 or 20 s^tores plus office 

space, which was occupied by the Trust and otte of its affiliates during the - 
^ evaluation period. Our Markets, Inc., consisted of four qha'ih.food stores which 

did not prove successful.. All were bejLng .phased out during the evaluation year. 

Progress Enterprises, Inc., .is*«IA's real estate holding company. 



A. " fhe Zicfti Nort-Prcff it^Chani^atxle Trust ^ ^ " f ^ ' " r* ^•'^ 



.1! - Progress Devei*opment Servio^es Corporatioji^ 



Progress* Development Services Cotporation. (J'DSC) is^curremtl;/ a componeat /\ , \ 
' , '. of tliV' physical. deyelppraent group of The Zion.^bn-trofit Chart t aljle .Trbst; • .'•j'' * n 
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At •preseh.tV^PDSCv^s^^riQt structured •as a separate profit center and /does- nod earn 
.an inc6i^1&' for'*' the worlc' performed. " . . • ^ ^ • 4*^ . 

, , ' ' '-3?tven this evaiaation began PDSC was a subsidiary of Zion iHvestinent AsSo- 



'^c elates. (ZlA) and constituted 'Sne of the potential profit divisions of ZIA's 

Coiranercial Group. During the time it was affiliated with ZIA, PDSC Conducted two* 
or three feasibility, ^s-tii^ies an^Vdeveloped one shopping center, all in cities other 
th^ Philadelphia^.^ In 1972, plans were being formulated for the development of a- 
' second shopping center in Uarrisburg, Fennsylvatua . Daring 1972, . there was a 

shift in .emphasri$ from the initial focus on research and ftiasibility. analysis for . 
outside concerns to direct? commercial . development , particularly* shopping center 
development.* ' ^ . \ 

In early 1973, PDSC was transferred from ZIA to ZNPCT, along with the con- 
st ruction' companiy and the real estate management group. The priory reason for 
this reorganization wa§ that^ these subsidiaries required substantial financial 
subsidization over an extended period of time. ZIA was not in a position to f)rovide- 
those funds and its future was being jeopardized by their need for continued support!^ 
. : • The staf^f*s ^responsibilities, encompass all basic development servij:es, in-.« 
. eluding* land -acquisition, £inancing, marketin^,,_and;^^oo^ 

fiowever, fina4 detzisiDn-^making authority cpncerning projects to be/pursued and all 
•4 financia l ^commitments and disbursemen^ds r6mains with Zi't5^^^^ieadyrship . 

Milestones and Achievements * 

In the summer of 1972,*PDSC's major activity was th^dentif icatlon and acquis- 

sn.tion of a site"' in VJest Philadelphia for the develpgi^t of a shopping center. In 

addition, PDSC was attempting to secure a refund frcm fehe Philadelphia Redevelopment 

Authority for the fund^ paid in-^ccj^iring^land in Harrisburg^^ ^Pennsylvania . The 

. shopping center ^^lans. ehe re had- bee^'^^i^scVtded.^bScause flooding had destroyed many' 

, , * * -4 • • *• -.^ ^. , ^ * . „ 

of the''hoihQS'«iQ the. designated trade area for the centeir^. . . 

^ * Wlvin milestones were being set for J*DS€>, three main projects were e5?f)ected 

tp* be under 'way di/riijfg. the^ yea.r .for' which performance was being evaluated: the 

W^sfPhilpadelphia Shoppingf Center., the development of an, area adjacent to Progress. 

Plaza, and planning for the 'large-sc^le rede>^elopm,ent of one particular parcel of, 

land. In -additio-n^ the fun^ds inves^fc^^ iri''|he Harrlsburg Pro jecyjjere expected to 

be*%rec(5vered ... . J-r.^ \ , ■ / , . 

• • •/'fV^bC' courc^e of dotej^ining./mil^'tonejfargept% for flie period Julyd, 1973. 
• . thrdu^h 'jVine 30„ 1974, ?DSC**indicaW^ tfiat imbs t of th0 effort during, the period 
0 * *• .vw'ODld* be • devofed to nGsotiatino l^nH hrniri*c'^f*-f nn iavltl ca/««iy-'{ no cotranitmentfe from 
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* , ••^ would-be 'devo fed to negotiating. Und Requisition and securing ( 



fundi^ng sources . Consequently tangible outputs were expected to be geneTat^d^. ^ 

Therefore, .milestone p.rojections for, PDSC were intended t^o reflect* current plarthing 
rather than achievements to be accomplished , within the evaluation period. / 

•PDSC did not reach its mi,le^tone targets projected for the' evaluation^ except 
in renewing an option on land for an expansion of Progress Center. This xs at&rib-^^^ 
utable in p.arc to the uncertainties and delays encountered ;try ^ny. OKgani*zatiot\ 
undertaking activities of a developmental nati^re, pa*rt^ularly*iri.the ear^y s^fage^ / 
of development.^ However, there are some' indications that part of-'the problem'is • 
directly attributable to a general lack of clauity with respect to organizational"- 
relationships, policy, and direction which, in' bum, has corttribiited to liess than- / 
sati'5tactory fulfillment of fulactionaf tasVs in some » instance's . \ Some of the specific 
problems are pointed *oub below. " ) ^ « ' ^ 

In early. 1973, after nearly, one year of negotiations and investigations rel^t- 
ing to the initial Site chosen for the We s t Philadelphia Shopping. Center, PDSC was . . 
informed 'that the owner-ihad deeided not, to sell the property. Investigation <)f t^e 
feasibility of acsecond Site, previously identified byPDSC's director, began at . 
this',time.' Plaitfiing for ^this alternate s-ite, owned , by,' the' ,ci ty , occurred 'dur-ing 
the evaluation period. Substantial delays wfere -caus6,d^by the- fact ^that .^the.Phila-';, 
delphia° Board of EduQ^tioh had "■secured rights to the' la-H.^.Joir instietitional ^ 
and although their «apita^ budget indicated insuffibiint 'funal top riew\s<iioo^p",^^ Z,.^^ 
construction on the s i'te , the l6ard did not wish to reUriquish Us' o^^^ 
^jarcel.' Pt'was not until late spring of early summei' 9f i974' tJVafe_.tKi&;i^Qar^ Vf^ 
Education 'finally relinquisl^d its rights ■ to the latid 'and 'PDSClV.btalo^aj^^ 
change in zoning, from pub;Lic/insti tut iona^ t^o 'commercial .^^reaV'^^^ 
use* The change in designated use necessitated a reappVai's^l' ofr/tf(g/.site;l^:;^^^^^^ 
by the Redevelopment Authority which not only caused^,.further ^^^ySi^^^!:':^li<^r^''/'^:/' 
r^^ulted in a significantly higher-p'urchase pVice*: ' --"w ''l?:^ *\,J^''^^!^^ 

The other major area of activity during the^ evaluation c^^^^cert^^^^^ 
*of Progress Plaza. Reve'^end Sullivan" had suggested .^hat ?DSC" Ibo^^'Un^^ th^^^^^^^ 
bility of Sxpandiuft the shopping center in ea/V^ -l9't3.^ ^ Short ly^e^ore^fma^^^^^^ V'- 
miTestone t^'argets were 'set , 'planning fpr t.hk area adjace-nfe to,t"he P\p4 had Veen 
phanged to focus on 'the development of a ci^c?:center ty^e,of |-aci}ity . ; •-•ThetneW,^.^^^^^^^^ 
i4ea^ a^lso conceived by Rev|j;:^nd*SulliVnanVwafi assigne4 "ta^.PDSC .fot fea^ibili^ty^ . 
analysis t.becausc an* acceptable ma jor ' tenant for a .&Hoppii]ig»^cf enter fa^ci lxty;^oulds.* ^ 
not Be se'cured* 



'.•>•». ^ . » ■ 

■• • • / , 

^ • •.,»*'*•. • . ^ 

The major struQture'co developed woaid bd^a multi-purpos;^ facility with* , / 

a sea tiirrg;^. capacity 'ef 5,000 to^6,,000 p»exsons» wliich '-vould provide space for concerts . 
and other uecrcationai ^Tfetlvitles , Other^sf^ace would be xfsed'for banquets ^nd 
>ther greji/j> ••fungtipns; o"ff ice* s^ate for a ^liumati.res'pujVs center" would also be-* 



provided. jThr-et^ oihei? structiirfe^ to .developed, 
commerci^l/ret-ail use^ a tliea.ti?e for*'the performii 



were' provide space fOx 



ire 



nig ar^sv ^arfd'a tire center. * . ^ • 

When our evalil^^ion-. t^am ' visi*ted ' Zion- in July 1974 to 'gather. 'jSaformation on 
* • ; ^ ' ' .vv ^ ' , »^ ' , , ^ r • , ..^.-r- . ^ - 

thoir actual •accomplismnents during^ tKe 'ti^ilest^i^fe'^period, we were' inf ojnne^* Chdt, sJurirerft^^ 

plans .for the ^rea 'ad-jatent to the PJafca were td»devfeIop a, huriian services Center' ' 

and spacetf.or use, by* tltje'ClCt, It was indipated that orjje r-equest for financinK 

• ^^sistanc^B,'*^. from the Ec6hOniio tf0vel.opiUi^pXdministration^ likely to be approved 

' * >^ ^ 

•'/although p^rgHflemsihad arisi^n with^respect to local bank -partfqipation in the ^ 
•» * - . \. . - , * ' 

fiijancing which had ta**be i;fSolved before Y-urth^r- action could be taken. The . 
'* ^ . ' '*'*''.;•' ^ • • ^ • * » i . 

option likld by 't»he Tc*Bt on' the 'lind wa&'renfewed, .as -expected, in'Mar-ch, or Aptil. 

of 197A. Assufni-^g/f iijancifig could Ife arraS^edlM*t:.was, expfected that construction 

. would begin." by. the spring of •1.97.5.^ -.'o ' -V' T' ./v-.. " ' , - ' ' " 

T^^c tlVird niajor project PDSC.^'xpetite4 to be involved in 'd;Bkring the milestoney 

' ^;periu# coi)^<^ern,ed .pl^A identified land parcel. , 

, ''PIiii?s |or^ tJhfe ^^Igrge-stf^l^'* r€devel9ptnent of thV area in North Philadelphia wefe^^^, - , 

,4P.^tjLate4:bj "?i.on,!s,. leadership ♦ »p.i^^ Reverend Sullivan. Wheh milestone3''we * 

*//he£hg'.si?-t;.,/^^ of^d^veloping feasibility studies -for 

t'-Hb;'H^''SlCTat^ on the* small, section cKosen for 

liroediatie :4?^^?el•0p9Je^t a^.a demonstration bloqk, It was antitiipated that at lea^t. ^ 

; \ *{iaf t..0^.,i:he\p:c«^^^^ this bldck wpuld be\ purchased by Jijly L, 1574 and less 

^//<^;irtarA;p;;t)c\^/g^^ in the demonstration area.wuld be 

^ ^- r^.^.. ^^^^ ^ ^ ^ ckiring the evaluation period^^^ partly due 

\tH internal work during ,the evaluation be- 

/;C'a»i^, !a'»'icci¥ibn :to.!^^^ aB^^ statf component of the Trust rather than 

■\^^.e$igp^£ing^ rit.a .p,o^^^ center. The ^etision yas based on the view that 

^."^p'OSC'cQuld. not bfe ej^peated\to becoma profit-making, in th? foreseeable.yfuture . In / 

\or4c'j:^ t'"d ,db. so,; a'dyitio'nat staff would be required for -PDSC to. take on'' external . / 

'^.'^nt\aces.'r. ' ' * K ' ^ ' " * * / 

ilia :genc raj. , .^.DSC *s scope .df responsibility with regard to all major projects \ 

..{le^s .be*en^uncleaif khrciughout 'the evaluation period^. It appears that PDSC^has npt / ^' 

r. ftiadi significant input into the overall* formulation <5f deveiopment plans, but > * 

■• ^Z^. • ' . ^' \ ' * • • * - ^ ^ " ; V ' • ' V ' ^ . / ' 

ralEHer, w^s assigned; tas^s ia technixial aireas after Zion-s leadership Had detexr^.^ ^ 
^ ' . ' ' . ' '•"'."'« 

^ nined -th-ft, ,ttature'of development objec4:i\es and the . approach to be pursued / ; - ^ 
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" 2. The Progress Xonstruction Company , - . ^ 

r • V '^he Progress^ .construction Company (PCC) was established in 1970 as a wholly 

^ owned s^iibsidiary of ZIA to .operate as ^general contra<:tor in- builij/hg and^,feha- K 
billtating* coramercj^^l and residential properties. Initial emphasis was on tbe^ " 'v* ' 
'development of ej^e^rtige in. construction, (fiaria^^^^^ P^C expected to, actiieve ^^^"^ 
^this objective. tlTrir9ugh a strategy of securing major cojitracts as a general con-"<j 
. * tractor: responsil?le. for subcontracting witli IpcaL minority \ontractors and or . ; ^ 
r aaijaging the project t^. completioti.*' As^^bf Jul^ 1972; \PCC ekp^^etf 1:o bedonji^ self-"* ./ 

supporting -witTniin o^e year and within two years .?CC expected to^be operating ^'s 
. \'iabl<i prof it-making enterprise! ■ 
^ ■ . * 'fihen this evaliiadion began in the svimme/ of 1972 , , PCOstaf f wa^ concentrating 
• * "^(^IloTts on., the V first .major.. project undertaken since* its cjeation- Thia^^iontr^ct , , 
, ■ ' ' Started in late 1971 , -^as ^a joint, venture f or* t;lie construction of the Zion , Baptist , ^ 
\ ' Church,^; According .t^ tli^. 'ctJiii;raet^ PCC 's participation in construction, profits , , ' t 
v ' , .aqcf/or ^os^t -overruns .was ten perpdnt. Px:ioryto this ^time?f PCC foQuse^d p-rtncipally 

on%^tivall j,ehabilit,a;ei^n jobs^ and ,a fev ^s)iott- t:erm contj^cts .on ^^lon-owned properties. * ^ 
' '* ' .f"; ' ''bWitvg-'^hfe' twxx-yBir .periocl of thi'-S evaluation -there haVe been significant^ 
. ^ , ^cfiangd^s in PSG's ^periorinel and sfe^a^ing level. as'w^Il^,as%in' its organizational ^ 
^ ^.status'.' .■A's .discusj^Xd e^^rller., ;PCC. was trahsferr^^ from^f^IA to- ZNPCJ along witlt . . 
progress Property >t?tiag,emgnt:^^^rVLces (PPSS> ^ahd'TrogrVsa^ be3?a|op^^^ Services 
V> 'Corpor^i^tiort' spring'of L973. ' ..... ' ' ^ ' ' 




. eatly- to ^^sc^rtai^ .wll^;tKe4- t>e ifcpiovemants aore saffif:i,eiit; fpf ?CC ro g^^^^te ' - 
-profits ^without sii^;^s*tdi;^3tion 1ft ^hfe; near :fuf)i-r^. ^ Cv<'''^'/ i ' "^iLV".**! • 

* Mile s tonics ' and v'AchieV^^ments '-v '-/"'•^"v-." • .^.'-V . ■' V \ 

dtd^bot reach 
be e?:ecuted ^du 

is indicated 'in^'Ta'ble 
%vMuatioh year show t' 





ble -.19. .IJie^a'qtuA -Je.vel.of *i5.eveint\3kes*;an*d-.c6s''ts dutU;tiJ*(the ' . -* 
t)^t^ctM«J ^c^ivity/fei.-i far'sh^t ol projections^ . ; \ ^ '^-M- "-^ * 



• . ■Table;i9 " " ' • "■. • 

PROGRESS CONSTRUCTION- CO-IPAfiY - MILESTONES AMD ACHIByEMENTS 



Selected Mile$>tbn(^s 



Revenues v 
.Costs; 

Net income. (Ifoss) 



Expected 
7/1/73 tQ 6/30/74 



$876,505 
788,855. 
87,6^0^ 



Actual* 
7/1/73 to 6/30/74 




i $207,3Q2^^ 
j 310,54^ 
(•$103',241) 
g 



. • Th^ particular contracts' vhich were. expected to gtoerate the projected revenues, 
costs, and iacome are difficult to identify because few ccpttacts h^d been s^cjiired 
w*ith certgi:ntysand sev^eral^ were in preliminary' stages of discussion at the time 
.*r)ile s tones , were set. More importantly, adequate managemetit capability within PCC i 
Was lacking' at this time and,, consequently, ^le~ar*^iT e > :tL<:m -jdid not. exist. It^ is 
known that the 2ion Baptis t^Church was^expected to be completed in late^973 , 



Jhe remaining^ ^p'ro^its were anticipat'ed 



gerieratinglprof its of raughl_} 

from commerciair^Rtxa^t^^ be executed during" the yeiar.^ / , ^\ 

•Data on x^otk" completeJ^^^n^fouY-ce^^ June 30^ 19^4 ^>ndicCte ]^li.at 



PCC*s profit qn three ccMnpleted pfo^^^^ts *is less than ant^ifip'atetl oa'fwo t^e" 
^°^yLL^SL^__?S^?lAsl^^^y excess of .the p^^ojection on .thfe third. On a^tqtal^ 
.valye 'of $2Z8,701, PCC showed a grosspki^T^^^^aTe^Df ~$Z1^^^^ 



cent! 



payments on ,qije contf^T^;!^ wr-e_ahead_of schedule so ex2^5^ revenue was.teing^held * 



by PCC 3t " that time. Therefore, the gross pfofit figure, is ^qjnewh^t overstated.. 
« j^Xfi.SSdition,^ cost figures f'or ^ach project probably* did not include^ the expendi- 



that would have 



tures for -V^ges and salaries and other administifati\ 
bBen incgir^ed in connection with* th^se contracts. but were paid for by tha funds^ 
.allocated ^to^^CCv from the .Foundatl>on grant . ' ^ > 



With regard to PCC's performance during' tliMe, evaluation relaifi^ to 'previous 
yearvS little can be said ^bec^use financial re^qrcjs^ either do no^^^is^ q^ \ 
cou\d not be provided for e^rliet*- time periods'; PCC's performatice ha^^4™S^^^^^ ^ '/ 
in that information on contracts ^hd financial ciata is nov recorded on a molr^ 
s»yst€iteati*c. basis . PpC now prjBpares /it;g own^operating* badgets althouglv tJ)^ A^'^S* 
'staad'ing arrangement, whejpeby PCC 'must request fiJnds as needed, 're£ar*(Jl^ss of amount, 
from the 'frust (i.e., PCC managemenX^^S7io*ltfo>king capital. to utilize, at its ' * 
own discretion) j^is^still in effecl:^ Aitia^her reason comparisons witK e^Kt^er years 
are difficult is that before fiiid-1973 viPtuaHy ali of BCC's activity, witn^^lsJlie 
' ex(^pti6n'of the Zion Bapti^5^C|iurch, related' to fTionr owned properties. Informa- 
tion raade^ available to us indicates that PCC successfully^^tJmjpL^^ed the retaod^itng^ 



ERIC 



of Progress Industrial Park for ZIA but did not',.eai'n any income for 



*ork;.' 



i 
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Although PCC's pe^x^rmance durinf»*the evaluatfon^iias^ not QDnfgrme<f with expec- 
tations,, there have b^e^ noticeable isJ^rovements . Management; cap^abilfity i«^clearly 
}^lro nge r , organizatiop^^'l. r^sponsibilit4es have l^een^ defined^. moce clearly', and ' 
I records arc being l^t more'Bystematio^Hy . Finanfcial^ statements ,^fe being prepared 
• as of th^ begin'nip^' of W74. ^ / ' ^ ' 

?CC has e^anded its sco.p.e of activity as well^.^ Competitive' bidding "on • ' 
^ projefcfts a'po^ring in rhe. Dodge Reports , which lists^'all majtfr x:onstru9tion Jofe , 
'.^ open to Jsadding by construction contractors, has been initialed during^ the milestone ^ 
''yeajp: At least two (;ohtra,cts have been ,ol>taji,ned thrgjigh c<Jmpetit^ive bidding. .Also, 



^CC has been a member of the General Contirac term's ^sociation for over one year a-nd 
^thereby has access^^tro the same subcontractors as the major general contracts m the 
iJjarea. • Rinal ly^|^PCC Secured the approval of 'the HOD Washirxg.ton Office to act as a 
^ontract developer for the /hiladelphia llousi^i g^^tho'rity which re sulted iri a PHDA 
€?>ntract in process at the jconcluslon of the ev-^^at^on period'., ^ . » 

. ^Pro gress" 1Prope.rty Management ServjcQ^ . * . ^ - P ^ -* , ^ ^ - . 

Progress Property Manageixcent.^Serviccjs (PPMS) is the third cgmpionent of ZNPCT' s 
J Dhysica?i-.:rfeVelop1fiDrit ^rWp . PTrio'f ^ia" the time this eval^atioa began. Progress^ 
1a.n£ijAt^35>?*^it - S^r^tdns, exj.s tQ^d as a division of ZIA which engaged in the management djE 

:he Trust. In the.s'pring 
new manager began struc- 
turu>^, a tnor^i* forma^l organization capable'of prpyiding management services oiV a 
contractual basLS\.f or. pro'j^erties out^$i9e of the 2ion organization wi^th the intention 
of enhancing the prospects., for future prof itabi li^ty , - Jn January^ i?73, PPMS was 



t trtos^ferrcJ- from ;^IA to the TrusV-^'ldnc Wi.th ""the ^ther two. entities of ZIA * sj^commej:- 
_ cial gro.up^ . 

. -f^n'.^he Suhinier of 1972, the, basic property mana'^tuent futi<:ti.pns' of • PPMS ' included 
' rejit collectllon/ mpxtg^ge payment, ^provisix^p]! sejrvi ces^^l^nd provision ,^ 

of^ maintenance arid security services through Ojutside, pontri^tors. /^heafe fi^nct:ions\ 
:wer6 peffonried for four Zion-ow,ned .properties , Xiqn Gardens^ jS^^ijge S.treet .Apart- ' * ~ 



the r^ia I proper ty:af ZIA, its subsidiaries, apd th6jse-.Qf the 
'of L^}72';.^PPMS was^»,de^gnated a, potential profit center . A i 



ments, a«d two commercial prope-ic^i^s (both small office buildings X^^i'^^side coattacjts 
had not yet beett. ^cured^. At this time., a'^gniflcant 'portioij'of staff ^^^lEliae^as ... 
spent ' in <leyeloging systems and procedures for more* efficient' handling of_ mana^ge-^^ 
ment functions o^n^a laj*ger scaVe in preparation for the outside contract^ PPH§ '^"^ \ 
"expected to.develop. As part of this effort, the staSf. level was increased 4Pd "a ** 



^maintenance department? , within PPMS'* was * being established . , 



85; 



ERIC 



^ HiffestoaeSv-zand Achievements 

Wh^n miles.tpnes were being set for. PPMS for the geriod July 1, 1973 to July 
1,'1974,. the effort to attract? outsjLde contracts had ''reached the marketing stage. 
PPMS had prepared a promotional brochufe'.Outlining its services—Janitorial, 
security, property m3nagemen,t,^ asset control, and iltsurance euidanceT-available 
separat^y^or as a, package. The brochure was to be mailecTto^-aoine 5,000 commercial 
/ and induct ri§i;%^eal estate 'concerns in. the Delaware, Valley, TPMS , hoped. to» secure 
; accQunts"^ of the. following types, listed in orBer of preference?^ Vl) commercial , •. 
(2r'iTidustrial, (Sj' multi- family (unsubs^dized) , and (4>,multi-family (subsidiz^dK 



^, . As indicated in Table ?0, whith shbw^ a repr^Wentative set of^ iiiil:^ tone • 

targets and achievenjents , Pl^ did not reach ^the Anticipated level of performance, 
although; three outside contra^^s wer^ pbtkine4^in the^^area^of ''^^sidi^ecl mUj;li-"; 
^ family residential ma^iag^^rit. "The^ precise factors which caused the significant 
lojs '^experienced by.-pmS during the evaluation pa^ick at^ \diff ic^.lt to -specify , 
. . ,^i~th eertainty becau^^ .financial da^£a with.^espect to coft eat^ons ^and ^kp^iiditures 
^-r.V: 'fo^ the relevant contracts, were either unaVS^lTlable or not available at.a sufficte 
|.^vel of detail. Part of the prbj?rem was^ that the operating statements for' PPMS 
\^^3c:t prepared by the ';Trust*s accounting ..section rather than BPMS.. ;'^ " / 

- ^ \, 6ased;on the ififormation that- was; ofrtaiff§<i , hovjeyer.,.. it appears . >tha^ thk v 

. ^ .,^^^¥^^^^1 \^ revenues generated by PPMS ^s iar-^^lj^ at tribuUbie;- tb-.the^ in^^^ 




t$> generate the expected level. of maint'enaiice and j^it^^ fees. v^^hiTe:;?^^^ 



in* reveijues from these' sources v^as targeted, .^only ^9 



'-•li ^vas' actu ally earned > > 



900 in maintenance ceventie 



. get Jjj^&r^ed during 



000 



the 



:/ ' .The janitorial ^and security iei^(it:es program did hot,. 

evald^tion aS expecte^, sp"^ nq^revenues ' werfe g'eii'erated.,,' One qf the ^ reason^ jfpif this 
lis a. lack of.-<rflents interest^ in separai^^.contracJs for jahi services%/^> 
Another jprla'usible reason Pi^S dld/npt Venet^fek.conttaife area (which Is 

^l.s?/'^ probable causg of the low level, of ^^fntfe&^n the maintenance area )^ is that 
the ;three* new residenti-al/coipplexei^^which ^ame undel^ tfie year^ a^- 

well as- some of .the ZlottVowned properties under manjagem^M^, were^'experienci^g 
■ serious financial difficulties';4uririg ,^he.V^a\ Alt^ptirig'^1^^^4'eviate the grablemp 
.rel^Hng.' to the^se properties and. to prevent^urthetr declines tn their financial / 
situations absprb^d coijp|^aei?abl§ tirfie of PPMS:» staff while reducing revenue *co flec- 
tions and necessitati.di^targeJriaintenance and repair expendltur^e;^^ ; 
. : ' In gene ral^jtbere fore, it appears that two niaj or .^actors contributed to the • 
fall in PPMS. ^erformanoe relative, to, expectations: ^ll) the inability to sepure 
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Table 20' 



It- 



•? 

Mdles tones 


Actu^ 


Expected ' 


Actual 


-As of' 

"7 /'I 77*5 


During 
the year , 
7/1/72 to 

if If fo 


Xtf of 

7/i /7A' 


Durin^g*' 
the^ year.,. 
7/1/73" to 

' ' ' ( » 


As/of ♦ 


During 
the year,* 
7/1/73 to 

7/1/74 • 


. • i ♦ • rianageinen L accounus 
• • a, Residenti"lil*anjLts 
b. Ccxnmercial prop- 
erties / 
' ' -c'. Industrial pVop- 
: erties \ 
1\ Total reV*nuQ *eaimed^ 
by 'PPMS • \ 
^^'3. Net.iSfeome (loss) \ 


v 

• , 3a 

• 


'1 

c 


■ 289 * 
11 
•3 • 

!• - 


♦ 

$62, 00a 

($ ^,oooy 

kr r-^. 


2^^ 


$3^,300'' 
-•($56,^90) 



\%' aone ofvthe^ey'''^?rogreasVlaza, iS.mairttenance work.o\],y / ... 
•, ...l-s^bifeintenattce work only o^|tjPi^us trial Park.and plenwood Avenue. . - . . 

^^'^cfiaintenaiMie-. work only on 1S^Us trial Park- £ull property management, oii Glenwpod 

•'iDa'tfa unavailable .^ox 7/i*/i-2~tWough 12/31/72,; 'Trust. r«!CordS ^how revenues >^ \ 
' '"?*^.PPMS of §p^^33i*id expenditureV of -.$22,727. for period 'l/i/73:-to 7/1/73, -for '.ivi 

* '.-:-- -.-.iet loss •dt-ns, 094;.*: '^••V^ -'' , * -»S^-./.-7 

- . Note: -iCdditioiial miiestotie^'"<*efe >stabli^ed <or:\^rent,al cellfictions (residua/. 

.. tial -and' coitmefciat/induatrial), fe^*)n reJidefieiaJL collections , -cod^"^ 
'-i ipUectiOTS^^^janitoriaii, maintenance, ^tii^bookkeeping fees,- ekpet^^ • 
• unil:s d'tfiilnquent. moreV. than -3P days " ,„;,.' ' '^''.j-L. /^*>.''-.r 

preferred, eyifea of ^^ojiunts ^^5?^?^^^^^ f^^^f^^^^^' 

; vhich not only wo uld^ have, beM more likely'- -feb'geM^ 




at a 'higlier rate "(10' percent) subsidized t^s 

,^six V^^rcent ofCrent ^^eetions).; an^L (2)' the-p 



al^accbiints^ (^ire&tfietred; t'o 
nancial 



rti.^s.acqaired Wr management 'as well as tti'ose -preV^fly under taai^g.ent^n^,. J»hicK'- 
Dxeclud'ed t-he ■Q6,llecH'6n of sorne fees actualiy' eaitiedT>a!rtiqularty ^ 
coneiracts, and requit^d^ ^Wtenstve staff effort :afnd financ^ur^^Sieq^lt^f^ 
^ , part of/.PPMS stafi. with questionable' ra&ults 5 * . ' v .' , '^- ^ ! * •Il^^ 
' . lii'dhould be nSted, also,/ th^t' PIMS has^feeen a?«ignet aVtiVitlesX^^^^ 
by:- 2ibn*s/ leadership, 'such a^ theMevelopraent'of IJusin^ss- i^^^^ cotn^rcials^afts^^^^ 
£or-. the atea .designated - for ma jor 
'<]t\n- di^^^^ sp^ce in ^TrogWds. Plaza anTis:§ar^^^ 

V.*; * of ^Vogre^^JCenVfiJ''. 'TJxWsjr^e^camp^ ^.PP^?^^^. Hvfe;^-^/^^ 

"^"• 'Mim tespbnsib.flifiiesUni.pripTitie within- t:he Zio% ofganiidtid^^^^ x 

^' as. a' whote,'and spi..jaccf«ngan^in^^^ 

rtw^i^Al V ffi hAr^f kf*^- wLtTi :the iul-f iilment/'olE* an eati'tyj^sl'b.asiq .futt^ • i^-t^^ 



0 probably tiiterf efe- with ;the Mf illmeni-o^i' flm e^^t^ ty>: basic, :-funQtlbn^tV2__i^_fc_:iA' 
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' A,^ ^ Progress- Venture Capital Corporation 

V Progress Venture Capital Corpora tioti. (PVCC) , pari: of the economic, develop- 
mettt- group* of: ZNPCT, was^ licensed by .the Small Busine'ss' Administration as a 
Minority Enterprise Small Business ln\«es.tment Company XMESBIC) in February of 
1971. As such, it. is licensed ttf eonduct operations , in several, states , including 
New Jersey, Maryland, Delaware, New" York, .Nebraska, 'and Arizona . As of July 1974, 
liowever, PVCQ did .not 'e:xpect to continue investment activity .in other states, 
with the possirble exceptions of Nev^ ^prk and" New Jersey, largely because of the. 
unsuccessful experience with such investidents in th e past. • '1 

As B MESBIC, PVCC operates to provide direct loan6 or equity funds to 
minority' entreprelieurs who are endeavoring, tb^ start, improve, or expand businesses 
and who have not been suc.d^ssfult in. Obtaining yentar:^ capital from conventional 
financing soiftces., Each portfolio coacerrt is monitored by PVCC staff. If,manage- 
m^nt or technical assistance is requested by a client, PVCt^s staff arranges and. 
. .Coordinates such assistance through orie *of the OMBE affiliates in the area, 
usually ZNP.CT**s Entrepjreneurial Development Training Center (EDTC), of through 

ZNPCT*s National Pirogress Association foj: Economic Development (NPAED) for out of 

^ . ' - ^ ' ^ ' ~~ ' ' ^ • 

^l::aifee^lients . . ' ^ . ^ . . . \ 

Milestones and Achievements <f ^ - 

, * Burning the yea^ for, which perfp.raa(g[nce/is being-^Valuated PVCC was not success 
ful in^r^'is-ing all .of^he ad^ittonal pr^^at^ capital as anticipated, although the 



[ditionar$30b,000 from* the, sale of'^^debent^ures to SBA was obfain^d as expected.** 
xtent, PVCC^^s inability tqs. raise the targeted level of private capital 
is attri6^=t^^^ietq the gene^ra)l -Je^l^et^in^^priv conbem ttid support . 

^ror minority entreprefe^yijrs coup led.^With' the onset of a general 



. econtjmic* decline.^ • " v/^ V^^'- 



therefi)re^,' PVCC* s private capitalization remainBd at . the 
Jfej^it^a^ ZNPp:^, ZIA, the Ford Foundation, 

|;;^d V^proxWtfely ^21 Phi^^^ individuals prior to its / 



.^^sie|bK^^ .,"^i't;lir th'§§«^ funds, PycC vas eligible to- raise a* mkximum of $600,13^)0 

;^i^i^/tt|e 'SM^^^ debentures to SBA, according to , law. On J)anuary 

^ i^|4,. pyjcd Je^eS^^^ of the last $300, 000^' in debentures for whi^'h it ^ 

c^pit.^ ligation. ,/(The SBA had;^ljc%a%: purchased 
gVCC^'it the time Operations , iiegan 'in 




future PVCC must r:§ise 
apR^rpximately $214,000 remairted 



for loans, investm'^nts and expense^ of the total funds ever raised from privat.e ' 
source^ and SBA, $^00,000. From tlfi^ perspective PVCC's inability to generate • 
additional private contrifc^utions during the last year is particularly disa'ppoint- 
.ing. Moreover, If PVCC could have- increased its private capitalization to $500,000, 
each dollar coul.d'have leveraged ^3 from SBA instead of the $2 for each private 
dqllar aUowable ^at capitalization of §300,-000.^ With current ' fund^ nearly ^ exhausted 
at the conclusion of this study, a^concerte^ effort was being made to raise addi^ 
tionai privat;^e'' capital^ from the original stockholders. / ^ - ' 

The'represjentative Milestones . sHown^ in Table 21.<iepict the experience of 
PVCC relative* to expectations, as well as some indxcacors of its uvieiall sLeiLu?> ' 
■ si-nce operations, began. During the evaluation period PVCC invested less ^ 
than one-half of the amount that was anticipated at the "time -miles tones were set. 
I ti» was expected that $300,000 to $350,000 wcJuld be disbursed in luans or equity 
investments; about $S9,000 was expected to apply to portfblio companies and the 
remainder,. $211, OaO '50 $261,000, to light or nine.-new companies .< This did not ^ 
materialize to the extent anticipated, particularly wi,th respect to equity positions 
assumed with^new companies. Oae reason for this wa/the failure to generate the 
anticipated,, level of additional private capital which, in turn, pushed prospects 
for^additional SBA monies farther into the future y*an planned. In response , -PVCC ^- 
restricted its activities.- Another major reastfn, related to the first but also 
deriving from fVCC's loss experience was 'the internal movement gway from the 
earlier approach of focusing on the sm.all businessman (priitiarily through loan 
assistance), toward an emphasis on larger ventures which seem to have a greater . 
propensity to survive (primarily through eqQity investment) , As of JuL^ 1, 1'974, . 
PVCC had identified 3 few companies "of ,this sort although investments had not yet \^ 

b^en.-made. ^ , - . - ' , ^ ■ . 

^ ■ , It is not difficult to see why PVCC" might find a -change in strategy desi'r- 
able," an<) in fotsk j'especds necessary. Of dome 43 businesses that have 'received * • 
some forth of direct financial assistancl*f rom PVCC since operations .began,, four-'-' 

• teen have become inactive, and over half/of current outstanding.- accounts as of • 
June 30,. 1974 a^e delinquent one year or more in* their repayments. The majority - 
of companies tfeceiving assistance ' from- PyCC were retail and service businesses. _ 
Five .new loans, a total of $26,000, j^ere made tq-p^ortfoli© concerns dur.fhg 

'the last' year, 'ihe dolJLar Rvalue, of loans made "waS cotisiderably less than anti-' , 
cipated.' The $26,000 figurje does not r^iipct^ loans ta four portfalio coraftanies ' ^ 
which requjlxed refinancing of their existing debts due- to defaqlt of ■T)^ymene&l,.In/ 

' these cases, Wcc rewrpte the note to each company to "include accrued iij^.ei»slp:>* •.; 
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^ Table -21 • • 

PROGRESS VENTURE CAPITAL CORPORATION - SELECTED MILESTONES AND ACHIEVEMENTS 



Miles tones 



1. * New funds'" " 

ger\erat§d 

2. /Dollar vob&e^ 

* • df loans /and 
• inyesfcuients J "> 

3. Number of ^omr. 
panies repelv- , 

--^•ing loans or 
investments 
'4. Number of -xom- 
panies addeS to 
J.oan go.rt folio 

5. Number of .cojji-* 
pahies a<|ded tb 
capital inves^t- 

, "'^jnent portfolio 

6. .Delinquerfcy ^ 

(numbex^ 'and 
• / peVcent of 
companies) 
, a. Curreht - 
^ 3Q days 
bl •More than' 
, slk^ months 

7. Losses on * 
interest and« 

• inv^s^tments" . 
^(4/1 - 3/31) . 

8v ^umb^jr* of ^ 
- ^maijagement con,- 
tracts secured 



.Actual 



As ■ of 
7/1/73 



$590,^000^ 



^37 



18 (46 V., 



^^Duting , 
the\ year , 
7/1A72 to 
^-7/f773 



> • 



10 



$.58,774 



■ 0 



Expected 



As of 
7/1/74 



- \ . 
*4$-46 



1.3,(4,0%) 



During 
the ye^r, 
7/1/73 to. 

runty/ 



'$450,^0- 

-^00,000 
.4300,600- 

,• 350,000' 



• 4^5 



$ 20,000. / 



9-lC 



Actual 



As 



I.- 
of ' 



7/1/74 



$697,000- 
TSQ.OOO 




During ' 
the year, 
7/1/73 to 

7/1/74 



$300;00Q 
• 10^00 " 



;.5 



$ d6.,3^4 



2 , 



^As ot^3TTiTr^~r-y^!i^te^ wer^^ eft tablished for:," "dqllar^vdlue • 

* of J-oans t:onverted t^oVequl^tyiSr^viujuq^ com^aqjLes^ converted, froai loan to equity' 

•^statu^ tash flow op lo^n prdceeudsTt^^iScipal repayments and interest)^ number of 
* , application^ proqe^s^d', ap^plida'tiott fe^^ collected ^ fees coHected fo'r fegrfl work, 
ouroben of firms-^receivtng M or TAJ on a r.^gular* basis, value of»*ioan8 guaranb^ed, 
' ^and numl^er' of' {portfolio loan companies guaranteed. , ' . •* 

iVi loans /made ^ to new compAiies, PVCC <iisbursed more»thad anticipated to f iv^ 'cciipahies*^* 
insteaf3,of the 'four prc?^ec'fejd*. / Three *gf 'tliesfe fc'ompanies were different than the cmej 
xto,which>PVCC*ex&dited 'tp^make *ioans atf th^ 'time mile^dtones were ,8et. * 
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'In equity in^vestmertts , PVCC*s activity diverged* considerably f^Qin the antir' 
cipated level.. One new equity position was^taken fhrough the purchase of $7,500 
in the stock of a new company^ No reinvestments wey^ made in portfolio companies. , 

Conve rsions of loa ns to Equity du;:ing**the period were valued at slightly over half . , 

- . ^ . — . ^ r • 4 * . 

of the anticipated dollar value of loan conversions- for the period, fhe shortfall .^ 
resulted because 'tHe'^ two companies involved experienced financial difficulties which 
made investment unwise at tne time. ^, .-^^ ' ^ 

The overall picture which emerged from an examination 'of PVCC*s historical,-, 
financial experience to* date is^not encouraging; T*^ accumulated .deficit as of * ^ 
March 31, 1974^s^tood at a 'Ievel*of '^234,525. The atiriual operating loss and loss 
on • investments for each jear since operations began are^hown-in Table ,22, 

Table 22 - • . 

v * - HISTORICAL FINANCIAL EXPERIENCE ' ' 



p . - » 


February 1971 
to 

March, 31; 1972 


April 1, 1975 
March 31, /1973 


/April 1', 1973 
. to " ' 
Marih 31,* 1974 


Income from interest and fees 
Operating expenses , ^ 
Operating loss 

Losses on interest, and invejiltpeAts 
Total losg 

' *<, * rr-i — 


$2G,i38** . 
28,849 ^ 

8,6^11 
S0.439 

' , $59,050 
<* 

- * . ' 


^36,94*7 
A4,,301 
.7,-354 
. 58., 7-74 

• 


$ 43;872 

66,855,' 
* 22,983 
4 '.86,364 

« 

$109,347 • 



Th^ *^otal losses on interes.t,-'and investments from tn^'^tiipe ogeratiOns began 

chtPugh Mkrcb 31, 1974 were*''$195,577 of whicK*$86,364 was incurred during tfie eval- 
-Jua^i^n 'period. This figure is, more than four times the antxcipat^^ Idas at th*e time' 

milestdnes were set. th'fe sum of ^the dollar val*Ue of. initial investments made in • 
'niwe compaaies treated 'losses is' approximately $120,000, ^bout 17 per^cent of the 

total d^ollars disbursed since operations began, roughly $700,000. Nearly $200,00^^ 

or percent of* totaj.^^ disbursements , has b^en dinsbiirsea to ^ companies i^o loilger ' ^- 
.ppfer^ting as of * July ,1 ,.*r^4: - . ^ - - * , 

\ * * At *the^ tim^. milestones vera set, P^'CC slaf f, aldo%^^xpectfe4 to undertake a new 

•actj^vity, financial management for. firms ^on a contractual basics, i|| 'order to generate, 
"reveaues during thg C^st year. , As of July 1, 19J4, two sCicli contracts had'been^ ^ 
"sfecured to take effect* in 'Septeriiber. Although the^, number oi contracts secured was . 
. considerably" less "than the nine 'to ten anticipated, the montjily fee which wilj. be 

generated is significantly greater tfiah expected'. Since no contracts wfere In -effect, 

fe^s'feere not fgena rated . . - . 
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In terms of overall performance^ PVCC fell short of its expectat^ions during 
the evaluation and experienced furth^r^eterioratioi:^f its financial position. In 
patt, this is attributable t6 xircumstances outside, management control-*-'the decline 

- in private siipport oS activities of this- nature, the general economic slump, the 

' * *^ • ' , * ' - ^ 

lack of fina'ncial backing from a. large ga rent •corporation. These factors have 

' certainly affected the perforfkii^e of PVCC ditLectly, in terins of, fuifds* available 

and, level' of^ staffing, and indirectly, in ter^ms. of the difficulties jf>ortfolio con-* 

cerns are experiencing. XKereiyare indications; hovever, that paltt of tbe problem 

is attributable to the^cltoices made and the manner in which o^erationg have been . 

conducted. In particular, it seems that improvements can be made in the evaluation 

' . - * * 

of *app licant;.s and their prospects' for survrvaj. and success as well^s in the..moni- 

torihg of investments. At»pi;esent, there -appears to be a lack of systematic review:*^ 

of 4:lien.t progrcs^^.^d documentati9n. - . . ' ' 

PVCC is attempting tq improve operations in some of these areas. With regard 

*t:6 its* pcHTtfAlio ^ con c;ems PVCC is trying to ir^duce SBA to require that companies* 

• receiving loans ^llow the ME^SBlC to have access to all records. Thi« is not man- 
i "f^r*^" -•'ft 

dj^tory at present.* PVCC ybuld, also, like to be able to reqjuirfe that a portfolio 
comp^^ny accept management assistance frojn*an outside source", if PVCC deems .i*t 
^^"^ecessary / At present MESBICs may only recommend such* ^pistance to t% company. 
With respect to, its own staffing and funding, PVCC'^Xaff is actively pursuing the • 
effort to secure private funds which Would enable^ them to raise %\^^ million *addi- •* 
tional" dollars from thp' SBA^^ Also, the iricreaSecl capitaliza^tion would permit; PVCC 
to hire at least one additional stafjt member. * ^ . 

5. The £ntrepreneurial Development Training Cejiter .r ^ * . 

The Entrepreneurial' Development Training Center". (EDTC) has been an erftity of 

the 2iop\Non7Prof it? "Charitable Trust since 1968. The idea of establishing EEfTC 

__origin^ecj with Reverend Lbon Sullivan who felt there was a need to create a center 

for '*the specific purpose .of training entrepreneur's and potential entrepreneifrs to 

make good economic use of the capital thatVthey had or migh^ find being made avail- 

able to them.* Thu^ , the initial phas'e jDf this unit's operations /-from January 

1969 through. March 1971, was* devoted to classr6om traiijing in two areas: ownersl\ip 

an<l managemernt^ The ownership course was designed "to prepare individua-1 to 

operate* his of her own business. It is built around the preparation of, a business 

package which^'ihiclud^s : . ^ ' ^ ^ \^ * • ^ 

, , (1) staffing plans; .,6 " » , 

(2) basic operations of a business, " ^ , ' ^ . « , . 



, L. Final Report *of the Entreprkne6rlal Development training Center , 1971, p. 
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' . t3) a market survey, ^ \ , ' 

(4) special areas of concern, e.g., zoning, ♦* 

r(5)l'' the. equipment and' layout to be used, ^ ( 

(6) the amount ana purpose o.f . the loan sought, • . / , ' 

(7) provisions for loan repayment, and - . I 

(8) the* accounting and financial pontrol systems to be used. ^ 

The man^gement^ course was designed^to prcwide students With the basic tools of 
management, Topics.^ ^oyfered 'include planning, b^udgeting, staffing, organizing, * 
directing, ^sontrolling, and human rej^tions^. EDTC rSbords indicate ^that 136 . persons 
completed the ownership course aird 190 persons^ completed the management coujjse . ^ 
during this period. ^ ^ ^ ^ ^ ^ ^ 

The second phase of EDTC's operations began in February 1971. ' At this tAn\p,* '^^i^ * ♦ 
a new strategy w^is implemented which wa^ designed to integrate what BDTC viewied 
as three essential ingredients for economic development ifi^ first ,elementv/busi- 
ness ahd entrepreneurial education, would be continued and coordinated witfi I'he ^ ' 

addition, of business* packaging services to facilitate the procurement of c^pitalT^ 
and the provision of qianagepaent and -technical assist^n<2e to. minority businessmen 
encountering problems in the, operation'of their« businesses . 'The impl^entation ^ 
-of this new strategy was made' possible by a orte-year contr'act for $161,000 with 
^the Office of Minority Business Enterprise (OMBE) which designated EDTC^ as an 
OMBE 'Affiliate.' ' ^' > 

Jn February of 1972 OMBE renewed its con.tract with EDTC for -an- additional 
two years at a level of $450,000. _Pup^*^^ to this 'contract, EDTC .wa^ officially ^ 
designated a "Local Busfness Development Organization" (LBDO) . Operationally, this 

, action indicated.,^at relatively ^greater epphasis would be placed on business , * " 

c ' » • * ' » * , 'J 

packaging and- related activities than ^in tRe past although trai^ng activities 

would remain a significant ^8nipon^nf: of the overall integrated approach.' ^ 

EDTC's major function in' the business development area is*to assist clients 

in the preparation of a comprehensive business proposal which is then' submitted by ^ 

the client to a 'lending institution in order to obtain loan funds.' The procedure 

begins wrtTTan iAtervie^between an EDTC Business Specialist and the'clietit, at 

* whictet^j?Je\^ •client data report is completed^* clf it is ascertained that the ^^^^J^ 

should proceed, subsequent visits to EDTC are arranged vhere the Business Specialist, 

the accountant, and the client prepare the business proposal and develop pro fprma ' ^ 

financial statements to detenfltne the*economic viability of tjje proposed business. 

A loan -repayment ^schedule which demonstrates t*\e- capability of the business to. ,re^ay ' 

the loan out oVthe expected cash flow is'also included. The next step the actual 

submission of thd^ proposal to the bank ,g»|(!/or other' lending institutions. ' ' , 

A second function^^pf the |fusiness development activities of EDTC. is tH^:. pro^ ;^ 

Vision of managemet^t.^and -techplcal as'sistance, ' In addition mahagement andf techniyal' * 



T^T}!/^' Vision OJL managfcaueij..L. 'diiu « ucuiijin^ax 00.0^.0 
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assiSjbance services,' EDTC conducts some marketing feasibility ^tud£^ .and^ assists* 

in setting up accounting sys.tem^/ pjarticularly where required fot^arbufiness .packaged 

The training program is still 'bas6d op the format described earlier. In' 
, January of 1973, however',* the hours 'required for the evening classes Vere reduced 
fromOOO to 204, primarily .because of the high/drog-out ,ra^e experienced. The day 
classes still require 300 houis pf classroom time. ^ ^ 

, • ' ' 

Xccotdihg to the director- of 'EDTC-,. roughly 60 percent of the 'Overall effort - 
of EDTC Is geared toward th6 business packaging and technical a5sist?anoe-jand toughly" 
40 jpercent to txaimng activities. During^ the course of fchis evaluation it appears 
that thi'a^ r^^l^tive emphas j^s. Has remained fairly constant. *. • ^ ' ^ ' 

Milestones and .Achievements* . . ^ * ^ . • 

— — ^ ~ V 

•Several dif ficuLtles *arose "^in the process of milestone target setding^nd 

performance documentaJiion forilDTC. Tirst, the contract* petiod and, consequently, 

EDTC's jnaj&r* reporting period for the relevant time^period was from F,ehryary 1972 

tJjrou&h >fa^ch 1*974. Moreover; although; EDTC has prepared and submitted quarter^ 

r^eports to OMBE cm'a normal calej\dar year basis, it was not possible^ to a^g rugate';' * ^ 

the data for the milestone period from these reports syst^enfatically beeaiise, $ptnfe 

reports were unavailable, and also^ because several items were reported on, <i ^ctjonur ^ 

l^t;ive basis and* disaggregation was not*^possible. * \. • ' [ / ^ ^ , r < 

'* ' * . ' - ''/',*, ^ ' . ' 

Partly for fch& same reason^ 'and* partly* ,b^da^use ofi^sonie reluctance ,oi> .the' pa tt 

: "' . '^^ 

of EDTC*s Director and Associate.. Dtrectat to^speci'fy targets ,/ few milestone '^targets 

for this entity were der*iv§at As indicated itt Table 23, 'achievements iiurihg the'* • 

• 'I ' "* ' , • 1 '/ ' ^ . ' . ' « ^ 

, second contract y%ar,, March 1973 to March 19^4, in term^^of business , packages * \; 
approved and particulatly their dollar value esfc^e^ed .th,^ targeted level. The pto- 
jected numbct of packa[*ges. to be apprpy^^ wasi lby {BX an estimatefj< valuj^ of *$7p9,0QO. 
During t^e p,eriW fiarch 19^3 ,thrt>ugh Ma:rch-i974,^M. loan jpacka^efi-iWere actu^-llx *'* 

* ajsproved in the amount aj^ $1.^123,000. Pa-rt of the {ndTrease .Is attributable; to a^. 




alone, in]ci*ea§ed from ^9, .357 in 'the .first yeaV to» $^^,433.' during the second year. 

Similar ly,..SBA direqt; loans, averaged $25'^;3i3', ih £ii'4 f j:j^3t year and $46^641*^ in Che 

second, the^^e increases clearly off set ,.th'e J-^uik; o^f loan* funds from MESBIC sources 

dui^ing the Second ©year 'relative .to' the jirior: year;' *: • . ; * , { 

^ ' ' . ' >\ ' ' ^' ^ f" ' " ^ ' ' i, ■ ' - ' ""i' > • 

"* Rot 'only tKe a^^erage si^,e,»bt^'Jalso the. number of loans appro\4ed hy^ batiks 

VV*' 'i': »' ' " ' ' ''."•C./-'/ 'x^-^' ''^"^ ' ~* ' • ' ^ *• " 

' .(ir'eased 'sigAif icJ»ntly;-d'uifing;;tjbe secpndig^j^ar. ^ EDTC suggests that this •''p^obab^y 
reflects ][>oth Che ti^i, tlxd.^ X^^'^^ dogmatic in- theti approacb 

I 



^ Table 'i'3 



fiNTREPRE)5EUB!M'L' DEVELOPMENT TJRAINING, .CENTER , - 
SELECTP9;5j^liLEST,ONES l^^^,•^AeH^EyE^^^TS - 



Mil-es tones 



'4 



1. Number of .bustni3s 
packages procc^Jj^^d* \ 
^ ' a . Approved ' -^^ 'i' 
' ; (dotlar ^valije) 
* 2^*Num!3er: t)(f .Kusiia^ss 

'ljumber of grajiuate^ 
ftpm ^training" ■ « ' 
classes ^ 

Numbeir '^^ 
- assisted in account- 
ing '•^d:;;eorntrol 



Actual 



As of 
3/15/73 . 



the year 
<FebTuafy 
19-72 to 
I|4arch. 
' 1973 



0^ 



10 



: •E'icpected.t;. -;. , 



-As 

7 /IV 74 



.'During^, 
bh;^-" year 
7/1773 
to 

"7./ 1/74 ' 



v:../v*25,.',': 
i^|roQ^ 0(5.0) 



0 .. 



, $ fop; 00,0 

' 30-35. 



:ActVfal ',i 

: 



3/31/ 7^4 



f -purmg 

"■ the. .yeaj.v' - ' ''• ' 
'March 'l^J-S-, ■; -'"^^v 



" Marth 1§74' ' -' ' • V"^ 



tp 



.; 264' ■• A -"" 

c^^:;i2.3,9.oo) v.A. 



* . < ' ' ' > ^'l ' ' 



$ r/.i.-pQO:;..- • 



^ • I . I ' I t > il i ■ ' I ' ^j f X 

,/Not^: ' Adtii'ti^naliititlestone^ were Ve.stablished for:: estfmated value _oS,^rivate.^pr6- ^ 
,pure(n6nt.cantr9cts.re"ce-ived b;^'- clients, through LBDO',assist«nce».;arxi pumbe^ of eusinesses 
o - r^el^tngtigfcie'chnl'Ca'l' asMstance' fr'orj EDTC. " * . »• V'.' ' ; 



Table 24 « 
APPROVED .LOAN'S .BY SOURCE ; 



M * 



. „ ' * .•FebfaaTy**l572 to ..^arch l^- 197:1 Xo i 

" • . MaVch'l^rA973 \ Mafch 15, 1974 ;c 

. • ^ _^ ^ ■ . ' 

• • • *v 1 * * 



!Sumber<- Size . ($) .Number*" m 'slee *($)* ' ' •;' 



.Baflk % >• • ^ ' $ -'eS.Spb ^15- .'$.'411,5jD0 

■ BHnk/SBA>afa^tee . 6 ' * 3^4, OQO. ,5 ' 360, 000^ • 



^S6A, Direcjt 

SBA/MBSBIC '• . ' \3 • 

.B^rik/MES^IC .-. V 2v.... 

8§.nk/SBA/MESBIC 

Other- 



■202i0Cf .• 7 
,88', 9 00 a 
'90,t)00 '^t. 



2 81,000 1, ■ 

1 ;/ v ^s.oo^i - -.lo' 



326, 500 ;/ 

0 i.- 

0 .• . 
25;pOO 

0' • 



.Total : \ . . • . . 29 ■j$.l,086v9dQ- ^ '2 8 '• . $1, 12S,o6o . 
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-to. granting loans to minority entei^prises , and the likelihood that business oppor-* 
^ , .canities withirv minority comiaunities^re gettitig better/' Another p lausible . 
. ..fac^^or. is th^t til quality loan packages sutnvitted* has ^proved- iti^ terms of 
*./ tile. econoaiic^viabiLity'^of* proposed ventures. ' ^ ' -^^ * 

^ . >lESpiCs, hGV^ver, have virtaall^ dried up -^s a source of loan approvals, Jn. 

\. . • t.he,/first,pontract year, MESBICs accounted for roughly $285,000 of loan approvals', . • 
^. ' or about 26 percent of the tbtal while duting the 'second yyear'MESBl'C. provide <3 only 
!~* ' $25<0b0\in'loan- ftt^ds, or about two oer cent ^of the total, Althqugh all of the 

. jeasoT}§.' f or tnis significant' decrease ar^ pfot known , it-i^ppears to' 1-end support ' ..^Z 

tD^lie hypbliTJ^esi^s fchaC the'^HfiSBL^ ag an/institutiW is' experiencing, a contraction 
\ \of^is>ift;f rVrobab'ly.attri a genera! decline, in private, e;ector^oommitment 

* t^/ffiino'rjtty:eriterpr-is*e dev616pident, ^ c . .. ' :.y • . 

<\ g^'S^f J^JP^^ty of^tlVan-approvaJsffbr bu^ine'sses'p^ckaged by K)TC,,|ias . ^ ^. 

' . be^ji ; in venlt;ures. o^^ '.a\. re t ai V f>r, *se ry tjce na tyiif ^. Du jring' ''•the* f s t qpn tra c t;>.y e§,r ^ • 

,1 76*';per4pent 'df/Ii?anSj!^gra'nte4^ tHese , twb" typesV of businesses ahxl in the second' 

; / yea5:^thj6 proportion. ^'Incr^a^ed EDtC reports sugges^t^ * ^ \^ 

]' "l" Vtha^t t^ i% that^ret.ail,an|\^ei:vice businesses.^rfe 

/ : ^tpong tfVe mgst viable oppdrtto lafger qomniunity. 

'\ih6 mIeSBIC associated'' with the Trust, Progress, V^enture Capitat'Corporatioii, also .r . * 
reflect^?; a. majprit:y of re't^l and services businesse;s.. ' ^ ' 



, ^;'C>fi*fif cun^til'atlve basis;. ^ totals ot five of the 57 loans^ approved from February 
vi*;, * ' A^?? thtdugh March 1974 have failed*,* only nine peif(:ent;.o£ the. b.usine'sse^-'' receiving , 
" , ' loads with Ep.TC" as^istanoe., All of these were, either- *re tail or service businesses. \ 
^- Jhe/t^ptal do-Uar value of the loans made to these' bu^inesses\w^*s $57,56o, £bur V' . 
1 . .percent Jt he total/amount of .ib^nf approvals to all companies (§^,209,900),' This' "* 
' V -Aspect of ibTif's B^tfohnance**is "*encoij4:agink. InfoCrmation on delinquencies ipan 
re4j^aym^a'^| or3?n n^£' profits 'o*f ''^^clfent^ ♦was* not e 



available,,' however, . ' v ' ^ 




■ \ nfew 6u;&ineases -and the former did. rtot reqiffxe ^the implemei\tatipn of new accQun^iiig 
», and ,<iontrol systems. Ario*ther plattsible.^ejt'planatQry SEactor id that^iDTQ^f ound it 
„ necessary %o iitilize contractual/ services of . outside experts tfe.-a greater extent 

thfitfi' £thtici<f).ated at the time raileftcJhes Were set. Thls^ is fih^' procedure ^norjn.dlly ^ 
^followed l:>y EDTC for b'usl^ie^s.es requiring ^substantial as.sistance. " \. ' » ' - . 1^-^ * 

jU fiOCC -Repdrt to OMBE 'f or the contr/act, peri^ llareh IsWtfo March^i97A, p.. 4;' ^ '. 

■ERIC"':-; ..V :. J,, r"^-- - / -^■^■••"•^ 



With regard to. training activities, EDTC expected to graduate 160 students from 
the day and evening ownership and management coufTes dur^ing \he milestone period. 
From Match 1973 to March 1974 EDTC recor^is indicate that 165 persoifs" cbmpieted^tTra4a=^ 
ing, 81 in ownership and 84 in management courses. Since fewer individuals enrolled 
'in courses during the second .contract year relative to the first, a greater propor- 
tion ^6 f - enroWees completed requirements successfully during the last year (65^ 
percent compared to 54 percent in the previous year) . Part of t^e increased com- 
pletion rate is attributable to the 'reduction in class hours for the^ evening course 
from 300 hours to 204 hours. EDTC took this action because of the high drop-out ^ 

rate experienced with the lengthy course in the evening sessions.. 

c — \ • * 

6. ' National Progress Association for Economic Development ^ 

The National Progress Association far* Economic Development (NPAED) was lestab- 
lished as a nonprofit sub^idj.ary of the Trust in 1969. Initial efforts -focused on 
attempts t© idei^tify and coordinate financial and technical resources, both public 
and private, in-order to promote viable opport^inities ibx minority business ventures 
in approximately 20 cities. ^ . ' 

Sinc^ January 1972 NPAED has fotused its activities y)n the adm^Lnistration and 
fiscal management of Local Business Development Organizations^LBfflOs) in several ' 
cities. At that time ^PAED entered'' intt> a two-^e'ar contract with Wie-Off ice of 
Minority Business Enterprise (dMBE) to* operate as, the national headquarters for 
local economic development program in five (;itie&. The contract provided funds to 
NPAED in the amount of $1,007,000: $220^000 for the operation of the national 
center and $787,000 earmarked in specified^ amounbs to each of the five cities^. 

The staff of each city's DB£)S Recruits minority en tre prelfeurs ,* provides busi- 
ness packaging services, assists in, loan and contract procu^ment, and provides 
" management and technical assistance to prospective and ex^^ting minority , entrepre- 
neurs. Although the Trust's Entrepreneurial' Development Training Center (EDTC) 
has 'b^n des igna ted- as an LBDO by OIBE, it operates under a direct contract with 
OMBE rather than as an NP^ED-af filiated LBDO> , \ / 

, NPAED* s specific administrative functions inclu^^cooraina ting program activ- 
ities and fiscal procedures of the LBDOs, providing supervisory ^support to LBDCK 
Directors, monitoring of^J^O program performance, evaluating LBDO programs and 
staff, assisting the LBDOs in resource development, and verification and analysis 
of performance data provided to OMBE by. each LBDO. Fiscal ^responsibilities of 
NPAED require that NPAED handle the payroll of the LBDOs, prepare budgets for eacl^ 
LBDO and for the national center, gene'rate financial redords in conjunction vith 
the LBDOs, and conduct quarterly audits for each LBDO as well as an annual audit. 
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tfilestones and' Achievements^ 

A representative sample of milestones and achievements for NPAED are shown 
in Table 25 . NPAED* s Local Business Development* Organizations fell short of the 
projected levels of output. ^ n . ' ,^ 

Although NPAED expected to add four new LBDQs^ to the four existing at the 
time milestones^were s^t, only one was picked up during the period July 1, 1973 . 
to July 1, 1974. Since three of the four anticiperted additions were in early 
planning stages during the summer of 1973, milestones were chosen on the basis of 
output levels expected for the five LBDOs which would be operal&ive* throughout the 
milestone year. However, the fifth -LBDd was added as of March 1, 1974, about 
nine months later than'expected. The data provided on actual achievement^ conse- 
quently reflect output levels for only four cities. ^ 

There ap{)^r td be three general' reasons for the shortfall in achievements 
relative -to milestones during t^e" evaluation period. First, the projections made 
were overly optimistic in ligKt'x^f previous experience. Second, the general 
economic decline affected both the^^mber of prospective entrepreneurs desiring 
to assume the risk of starting new ventures or buying out existing ones and the 
willingness pf banks to approve loans! for such ventures! Finally, the LBDOs 
placed- i?e la tively greater emphasis on the quality rather than quantity o,f ventures 
receiving loans during the evaluation. In order to achieve this objective, "^ach 
LBDO^ tightened the screening process and became more selective, in terms o^ the 
client's equity and • experience reqi*irernents . ^ ; 

In addition 'to these general factors specific prQbleins arose which also^ , 
contributed to a lower level of outplit than anticipated. During th^ five months 
following the expiration of NPAED *-s two-year cdntract with OMBE on December 31, ^ 
1973 , NPAED and its affiliates operated under' highly uncertain circumstances. (MBE 
granted an extension ^of the old .^ontract for the first two months which permitted 
the use of unexpended funds and a. further extension for another three months which 
allowed NPAED to borrow funds on the new contract pending but not approved. 
Although the new contract was finally approved by OMBE as of June 1, 197j4, the 
five^month period of uncertainty had' unf^ tuna te repercussions in the LBDOs. 
NPAED*s Deputy Director indicated that there were rrtoraXe problems and high turnover 
of personnel in the aff iliated^^rganizations-during this period. Under these cir- 
cumst^ces output levels declined. , . - 
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Table 25 

NATIONAL PROGRESS ASSOCIATION' FOR ECONOMIC DEVELOPMENT 
SELECTED MILESTONES AJlD ACHIEVEMENTS . 



Milestones 



1. 

37 



Number of LBDOs 
affiliated with 
NPAED 



JJucftber of loans 
packaged ^ 
"Number of laatis 
approx^ed 
a. Total dollar 
value* of ap- 
proved loans 

4. Number *f\con- 

. - tract^ prpcut^ed^ 
a. Dollar value 
of «ontracts 
procured »^ 

5, Number of^new^ 
business'es 
started 

_ 6. Number of busi- 
nesses expanded 



Actual 



As of 
7/l/'73 



During . 
the year 
7/1/72 to, 

7/1/73 



155 
57 

^"^Si, 36 1,1 00 

$ -451,000 
49 

90 . 



Expected 



As of 
7/1/74 



During 
the year 
7/1/73 to 
•7/1/74 



\79 • 

124 - 

$6, -^96, 000 
111 

$3,575,000 

63 
37" 



Ac tual 



As of 
7/1/74 



1 



^ During, 
the year 
7/1/73 to 
7/1774 



149 

; "X 

.$2,615,146 
45 

$1,987, 750- 
43 



^This includes SBA 8(a) contracts , private and||pjLiblic contracts procured through 
competitive bidding, and direct federal awards. - ^ 

Notes:* Milestone targets 2 through 6 ref>resent projected vbl^es for the five 
cities expected to be operating during th^ entire relevant^riod:' Trenton, * 
Charlotte, Nashville, OklaH^a City, and Charleston, ^luefield, Clarksburg, aivd 
Knoxville C;ere in planning stages at the time milestones vere set. Additional' 
milestones were established for:' funds available for expenditure by national head- 
quarters, actual expendi-tures, total 1-evel of funding to LBDOs, total number of 
clients, number of businesses transferred to nev owners, dollar value of thos6 busi- 
nesse^s, average numl^er of clients provided with management or techxiical assistance 
per quarter, and total man-hours spent in providing" the following^ types of management 
'assistance/ technical assistfance: accounting at $20 per man-hour,' advertising ^t $18 
per man-hour, bonding at $16 per man-hour, distribution at $17" per man-hour, finance 
at $16 per man-hour, legal at $40 per man-hour, management at $19 per man-hour, ^ 
marketing at $17 per man-hour, procur'fement at $16 per man-hour, site selection at 
$14 per man-hour, taxfes at $20 per man-hour^ ownership training at $16 per man-hour, 
management tr.aining at $16 per man-hour, .and other. (Categories of service and cost 
of each service /man-hour are based on SBA figures.) ^ 
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B. Zion Investment Associates ^ ' . • 

^ „^on Investment. Associates' was formed , in 1965 to operate businesk^s^^^ahixh 
could provide employment for people trained^by the Philadelphia QIC. The businesses* 
.were intended, also, to generate profits for the stockholders of ZJA who were "pri- 
marily cotitributors to^ the 10-36 plan. Su^s.tantial losses have b^en' incurred by 
ZIA. These lossefe have ^resul ted in an increased emphasis within Zio^^pn improving 
efficiency, reducing costs (particularly personnel costs), and insuring professional 
management of ZIA subsidiaries. 

At the beginning of our evaluation, ZIA consisted of a corporate headquarters 
and nine subsidiaries. ''l^i^e subsidiaries were Progress Property Management Services, 
progress Vej:iture Capital Corppration, Progress Development Services 'Corporation, 
Progress Cons tri/ct ion Company, Progress Aerospace Enterprises, Progress Products 
Coinpany, Progress Plaza, Ou'rNMarkets , and Progress ^nterpfises , Inc. 

Zhe first four 6f these sul?sidiaries .(PFMS, PVCC, PDSC, and PCC) /were- included 

- (' V . L . ! 

i'n ZIA' so tHiat ZIAj rathef than th^ Trust, would hotise all the prof it-nkk^ng or 

poteAti4lty profitable entities. Due t;o the failure of these subsid^iaries to 
generate 'prof its and to the desire of ZIA management to show a more' favorable finan- 
cial picture^ at thfe end of '1973, these subsidiaries were transferred baik^to-the ^ 
Trust ancf'h^ve b>en discussed above.' - . ' • ' - 

The current structure jof ZIA consists, therefore, of the corporate headquar.ters^ 
and the remaining five subsidia^ries . During the evaluation, we did n^ establish 
detailed milestones for each of these entities. Since they are all meant to be 
' piX)/i tab le , revenue and cost targets aye appropriate milestones. Early in the eval- 
uation period' we obtained revenue and cost projection^ for the^se entities for the. 
years 1973 to J978^ Table 26 shows, compar;Lsons between tlie projections for 1973 c 
and half of the 1^74 projebtions wi^th actual figures for the evaluation period, 
.These c'omparisons show considejcable shortfalls in projected net revenues for all 
of the ftiajor subsidiaries, PAE has shown the most promising improvement. 

. We will not discuss the individual ZIA entities in detail/ here. Zion's shopping 
c^tlter. Progress Plaza, is discussed in the, cotranercial ♦center case study, Chapter 5, 
Our Markets, *which are smal ll^ retail stores^ are being phased out, since they did not 
prove to be economically viable, Progress^ Products Company, which took over the 
assets of the now^ defunct Progress Garment Company is. engaged primarily In the pro- 
duction of coaph harnesses. Their major market is with General Motors. The company 
experienced a . loss of $84;-1^0 during the milestone period. ^Progress Enterprise^ 1^ 
the real estate holding compariy.pf ZIA arid had a net loss^of $9, 300. over the same 
period. Progress Aerospace Enterprises, which primarily makes electrical harnesses 
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apd whose major market is General Electric, had ^ loss of '$371,300 (furing the 
evaluation. Of the Subsidiaries, however, PAE was the only one which was profit- 
able over th^ period from January 1, 1974 to July 1, 197^(see Table 26). 

ZIA has ^responded to the, continuation of financial problems by shifts in 
key managerial assignments'. Since the projections shown in the table were made, 
' , only one of the managers who were responsibTe for the projections remains. The 



.1 



new manager of •ZIA has indy<5ateii to us his view that the initial projections, we 
unrealistic, given the financial situation of the subsidiaries at the tin ^ th ey 
were made. - - " - . . , - 

It was hoped that ZIA would reach at least a breakeven point by the end of 
1973. This has not happened, in spite of the improved management. Table 27 shows 
^ revenues, costs^ and net income figures for ZIA* and its 3ubsidiaries during the 
milestone period fxom July 1, 1973 through June 30, 1974. As can be seen from the 
tabLe, ZIA as a whole suffered a loss of over $600,000 during the milestone period 
,\ Losses were' incurred by all major subsidiaries^ during the period. Given thes^ 



X 



'^ssGS, prospects must be considered questionable, in spite of t;he notice^lfle 
managfejy^ 
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CHAPTER 5 



CASE STUDIES 



WOODUWN GARDENS AND JACKSON PARK TE^CE 



THREE COMMERCIAL CENTERS 
t. 



Introductions 




Gardens , and the ^p^r- 
Woodlawn .Gardens In TWO, 



. / 

if 



As seenVrbm the discussion of CD'C entities, an increasingly large Wount of 
staff and monetary resources 'are being devoted to physical development activities. 
Each of the CDCs ts attempting to e^ffect major redevelopment s in their respec- 
tive communities through coordinated l,arge-scale efforts in the areas of housing 
construction and rehabilitation, commercial devejfipm^nt ^ t)roperty management, and * 
other physical development activit ies "'"^ - ^^...^^^ ^ 

The present chapter will summarize the^ experiences 0^ IWO^in developing t^o 
major housing complfip^ces , Jackson Park Terrace and Woodlftwn 
ience of each of ^e CDCs in developing shopping centers: 

Progress Plaza it/zion, and the Commercial Center 10 Res£bratlon. Thfr purpose of 
these special sycydles is to examine the performance' of the -CDCs in these important 
areas and to ^«ke into account circlimstances that bear on the success or failure 
of these proVects. 

An adrnxional purpose of these stju^l^es is to illa«trate\some of the oppor- 
tunities aoH^ constraints ""f a cing CDCk^ In pursuing their various program options . 
Prominent /ambng the constraints which' bind the CDfcs, given a-neontinuing i^bjective ' ' 
of relating to Vvljroad range of community intetests,' is the attempt to develop 
projects wikch combine both social apd. business c>bjectives. In the case of^^^Jackson 
Park Terriace/\^^ major social objective was to provide housin^for residents of ""the - 
Woodlawn community, most of whom are low-income perd'^ns^. It ^wlll^e sli.own in this 
study that ^securing a. large percentage of low-idcome ^^nant8( for Jackson P^rk Terrace 



^ , „ _ ^ \ ^ . 

could possibly threaten the economic viability of the project>-- On-^the other hand, 
applying strittly commercial criteria for tenant selectioii would probably preclude 
any large number of low-income tenants and would require the recruitment of middle- 
income tenants, many of whom would come from outsidfe.of the immediate community. 

A similar phenomenon was involved £n the development of all threle CDC shopping 
centers. A social, objective of the CDCs in eacl* case was, to promote local minority 
entrepreneurs. Indeed^ in the case of TWO, it will be seen that the only apparent 
. ^ . . I 97 
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^crfiterion for tenant selection was. that the proscpective tenant be a minority busi- 
nessman. While Zion and Restoration also paid attention to getting local minority 
tenants in the shopping centers, there was more effort to be se lective\than there 
was in Woodlawn. The shopping cenber case s^tudy discusses the difficulties social 
c^jectives may pose for the conmercial success of these centers and', possibly, for, 
the viability of the centers. ... 

' To some extent offsetting the constraints imposed by the dual objective of the' 
CIiCs,\our studies illustrate soie of the* Special advantages accruing to^CDCs under- 
taking 4^l)ese l^rge-scale operations. One such advantage is -the ability of the CDC ' 
to acquire 4iighly desirable land at^ lower than comm^ercial rates because of the non- » 
profit status' of CDCs/ CDCs, on,ce having^established. their presence in tlie comnunity 
have at least tjie 'initial sifpport of Jocal resident's in ^undertaking larger-scale 
projects. The lack of such community support sometimes has been a sezrious^obstac-le ^ 
Iro private^de^ielopers yi^hing to build shopping centers. 

CDCs may be>i>Xe, also, to bring' together a diverse set of resources which ' 
c^n enhance the potent{alf>ef fectiveness of "th^ir large-spale projects. In Zion, 
^DTC and^VCC are^ entities that h^ve the potential for providing training,^ technical, 
and financial assistance to local merchants to enhance their viability as shopping 
center tenants. There ^is Ij^ttfe Evidence, however, that- these capabilities have 
befen used effectively in Progress "Plaza. In Restoration, ^there are. more effectively' 
'coordinated efforts of the Economic Development Division (EDO) to provide financial 
and other assistance to possible loc^l .merchants within. the Commercial Center. " If * 
the Ccftimiercial Center is ultimately successful, EDD will have. been a significant 
cQntributing factor to- that sucdess. By contrast, an analogous 'set of supporting 
activities for local -merchants was absent in Woodliwn,- That absence was' a factor • 
^co^tribu^ng to th^ failyjre of the shopping center. ' . ^ ' . '/ 

The case studies also discuss some of-the actuai'and potential effects. of GDC, 
involvement with larger established fi^s in, the form of technical assistance and. • 
joint ventures. While we do not have sufficie.nt ev^^dence to comment authoritatively 
on the usefulness or effectiveness of these arrangements, our studies illustrate 
somr-importantconsequences , good and bad, of the technical assistance and joint • 
ventures. WO*? venture with the Kate Marepont Foundation- waB of questionable 
benefit to TWO. Thfc motivation, pf a CDC's venture partners may,. be at variance with, 
those of the CDC, -and this leads to the view that the rewards of the co-ventures 
should be tied in with the suc<^ess of the ptoject. 

Regarding teftinical assistance, our studies show that , this also is not an un- 
mixe* blesaing for CDCsy/ Managers most cloa-ely related to the technical" advisors 
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ed them all the way fro© helpful to harmful. Whe;re it is required, because of 
turnover or experience' levels of adviaors, to spend a great deal of time l6araing ' 
the operation or context of the projects,, outside heip has not been p^ticularly ' 
beneficial in the view of CDC managers. ' '* . ' 

Ve began our ca^e studies by reviewing the history of TWO's first housing 
development, Woodlawn Gardens, followed by the study^ of' TWO'3 Jackson Park Terrace, 
which /was still under ^ construction at the close of this e*vaIuation sHudy. The last 
set, of studies in this chapter focuses on the shopping centers developed by each of , 
the CDC^. ' \ ^ ' ' ' ^ 

WOODIA'WN GARDENS * * " ' • 

y Woodlawn Gardens, the only .completed physical development project in which 
TWO had been involved at the time this evaluation began, was jointly planned and 
ijndert^e^n by TWO and the Kate Maremont Foundation in the 1960's. . Planning for 
t4ie project, which now comprises 504 units of low- to mode"rate-income housing and 
approximately 35\OO0 squdre f^et of commercial space, began in 1963, when TWO decided 
to expand j.ts role to. that of developer for the Woodlawn community. Lacking in both 
experience and financial resources, TWO joined with Kate Maremont Foundation (KHF) 
which at that time enjoyed a nation-wide reputation as a good developer. ^ 

Thk original plans, .from TWO's point, o£ view, were confined to the development 
of a housing complex under HUD's 221(d)(3) Program, However, in reaching its deci- 
sion' fo decjar'e the site .chosen a ''slum and blightecj^^area , the City of Chicago's - 
Department of Urban Renewal preSsSed for the inclusion of some commercial space in 
the p'roposed development* TWO's partner, KKF, found the Idea attractive and'since 
TWO also was interested in becoming more involved in commeircial activity, the plans 
for the project inc6r9orated a commercial ^rea, later designated as a shopping plaza 
with space for 11 to ^12 stor|S. A.11 of the financial projections relative to Wood- 
Jawn Gardens were develope'd by KMF, or the Chicago Rehabilitation Management 
Foundation (jCRMF) , the housing^ deve lopment arm of KMF. CBMF was also to handle the 
management of the project upon its completion. 

Construction began in 1968, when HUD approved a mprtgage bf $9.3 million, and • 
ttie first- units were occupied in 1970. The ^financial expef fence of Woodlawn Gardens 
%^ the next two and a half years was disastrous. During 1970, less th^n 50 percent 
of the units were rented and at the ^ear end, the incbme to Woodlawn Gardens was 
only about one-half .of the projected income, yet administrative, ^operating, and 

T!^ The entity formed for this purpose was the TWO/KM^ Development Association, 
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maintenance expenses. were about- 12 percent higher than projected for 97 percent 
occupancy. Real estate'taxes and insurance were almost dduble the pro jected* level. 

By the end of 1971, income slightly •exce'e'Sed the original' estjimatfcs ; all units 
had finally been rented, but it was almost two y^rs since operation began. During ' 
1971, the first conclusive evidence of the underestimation of the total igdministra- 
tive, maintenance, and .operating expenses became clear: actual costs were more 
than double the anticipated level. As of De.cember 31, 1971, Woodlawn Gardens was^ 
delinquent in their FNMA payments and ovferruQs' in operating expenses, rCal estate 
taxes, and insurance payments had been experienced; .^ring the year, one major ^ 
step was taken in an effort to improve operations and mitigate against further ^ 
'difficulties. The. management contract with the Chicago Rehabilitation Management 
'Foundation, which had sole respbhsibility for managing, and operating the Woodlawn 
Gardens development since inception, Was terminated* TWO felt that' CPMF lacked 
adequate fiscal controls and, records. Soon the reaftet, TWO 'entered into a manage - 
/ ment.- contract with another realty company. ^ , 

By the summer of 1972 three additional steps had been taken in an attempt to- 
alleviate the severe financial problems. The Woodlawn Qardens mortgage with FNMA 
had gone into default and was assumed by FHA--a sign that solutions had to be found 
§oon or foreclosure would probably result. The first actions were initiated 'i)y the 
1V0/KMF Board of Directors. They authorized an 'immeciiate rent increase of 10 to 12 
percent and directed that couSsel undertake steps to obtain a reduction in real 
estate taxe^s, that operating j^penses tie reduced, and that a tenant ^'education pro- 
gram be, created. Secondly/the s^;rvices of Arnold Porter were made available 
to -TWO through *the Foundation's technical assistance prpgram; their role was to 
assist in the formulation of a remldi^aj^^aotixm-pian for Woodlawn Gardens. A third 
action taken also involved technical assistance; in thi,? case, tjhe National Council 
•for Equal Busihess Opportunity, Inc. (NCEBO) was asked to review , the operations, 
problems, and prospects of the shopping plaza and itjs'tenaifts ./furthermore, a v 
WCDC Director of Urban Development was hired whose main" task , was to ^devise a work- 
able solutio'n t(^ the growing problems of Woodlawn Gardens. 

■ / ^. , 

As^a tesult.of the Arnold and Porter report, TOO/KMF reduced the maintenance 

. s ^ . ' * ft 

and security staffs of •^Woodjawn Gardens, increased rents by 5 percent, and, through 
• litigation Initiated by WCDC^s legal counsel, secured' a rebate of more than one- 
half of the 1971 real estate taSces and a reduction In 'the 1972 tax bill. Despite^ 
these factors operating expenses for calendar year 1972 were more^ than twice the 
level projected. Real estate tax and insurance payments were still 157 percent of 
. the original estimate. Income tot the year vas about 20 percent in excess of the 
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By the time lailes tones were^ being" set , more than a year had passed since the 
plan for reinstating Woodlawn Gardens as a yiable project in March of 1972 had been 
developed. In ti}e ^.nterim, it had- become apparent that the problems of the develop- 
ment had not been fe"solved thrfiugh implementation of the plar^ Moreover, thre~findi 
and suggestions for alleviating the problems of the shopping plaza contained, in 
'NCEBp's report, ^Is'o completed in March 1972, had also proved inadequate or infea'S- . 
ible. Unfortunately, another significant problem suriace^ during this period, the 
discovery of gas leaks in the housing'portipn of the development, th^reby^ compounding 
^he project's financial crises with physical deficiencies. Consequently, a number X 
oTxiew steps ware initiated during the first year of this study/ When milestone^ 
w^re being set, it appeared as if a permanent solution was, indeed, in the. process 
of bei?g formulated. With technical assistance from a major developer, provided 
by nrhe Ford Foundation, WCDC had resolved, the gas leakage problem and develope^r a 
strategy for rejourning th^ commercial portion of the development to viabili^ty. This 
Strategy w^s to'secure a major tenant cap^b'ie of taking over a substantidl part, if^ 
not' all, of the enclosed mall. The most probable candidate was the He^alth Maintenance 
Organization ^beirig established by a TWO/WCDC subsidiary, GWAC. _ . ^ 

Perhaps the most significant^* action taken during the first' year of this eval- 
uation, as an effort to prevent the impending foreclosure of Woodlfiwn Gardens by HUD, 
was the retention of outside advisors to undertake a rx. independent evaluation of the 
management and financial .status of Woodlawn Gardens and to develop a plan for the 
future viability of the development. - • - 

The technical advisor's report on Woodlawn Gardens was completed , in June 1973, 
shortly before our milestone setting process with TWO/WCDC staff began. Ihe docu- 
'ment contains the results of .an extensive analysis and evaluation %fL the financial, 
administrative, operating, maintenance", security, and tenant involvement aspects of 
the development. The most important p4rt of the* analysjls, for our purposes, is that 
which"per<ains to recommendation^ for the immediatet an^ long-range 'operatigns ot ^ 
Woodlawn Gardens. These recommendations farmed ;£he basic structure for this entity 
•during the year for which performance is being evaluated,, The remainder of this ^ 
section concerns the actual accomplishments of Woodlawn Gardens during the^'las-t 
year relative t^mjllestqne targets, which were predicated on the recommended gourse 
of action, and some cither objectives not .reflected in the milestones. ^ T 

A, MilestoheS-. and Achievements for Wbodlawn ^Gatdens ^ 

Before examining the performance of WoCdlawn Gardens in' terms of milestone ^ 
achievements, it is important 'to understand the* financial and management plans which 
.were designed' to return t^he project to viable status in .the long fim. It was clear- 



that the existing debt service problem: (1)^ resulted primarLly from anvextraordlnary 
underestimation of operating costs .a^t the, time of inception^ and (2) could not be 
resolved by .increasing rents (this was economically unrealistic and would be inimical 
^to the goal of providing affordable housing^for low-lr^come residents Mho were already 
paying in. excess of 30 percent of their incomes for rent) or by reducing operating 
costs. (which were already comparable to several other Chicago' 221(d) (3) ^housing 
projects) . . • . ^ , ^ - 

The alternative recommended for the short term had ytwo elements. First, it' 
was suggested that HUD apptSve an^ interim financial pl^n outlined to HUD/in June 
1973. This plan provided for: 

(1) ' deferment cf martgage principal payinents, 

(2) ' deferftient of contributions to reserve for'" replacement , and 

(3) development of funds to carry out extraordinary maintenance and 
» needed repairs. * ' * 

Second, it was recommended that WCDC take certain -steps . In t^rms of manage- 
ment, the interim plan called for WCDC^s newly treated Jleal Estate Management Division 
to begin partial management of the housing complex as? of Octobi^ 1; 1973 with full ^ 
management in effec't by January 1 , 1974. The essence, of the interim management plan, 
however, was to develop ^">e^4;d^nt management capability within tfte TWO/KMF Develop- 
ment Association which would f unc^ttm.^wi th the active participation of the tenants. 

In terms of financial objectives^, the'^^t^^i^texj^ that WCDG secure 

a ma jorx tenant for the commercial area of the complex and thereby ' genera te^a^Mitional 
'annual income. Furthermore, efforts were, to be made to further reduce the real estate, 
taxes and reduce Annual insurance p^iyments. ^If these potenXia^lrsavings^cou Id be 
achieved, total annual expenses would pe reduced aj-j^ag^ 14 perc^t. On balance^, if 
all of these adjustments could be" arranged, the total cash aVailable for annual debt 
service would increase about 63 percent. ^ ^ - 

It was expected that the interim plan would be fo-lloWed, assuming HUD approval 
of the first component, at least until January 1, 1974. At that time, it would be 
known how success ful* "WCDC had been with respe^ct to the second component 9f the 
interim ;plan and, consequently, what sort of permanent reinstatement plan would be 
feasiljile, based on the annual cash available for debt service. * * ' ^ 

Milestone performance with respect to the residential portion of Wood lawn Gard.^s 

1 • * 

slightly exceeded expectations. Rental collections during the triilestoije year 

were 5 percent .higher than the previous year and 2 percent higher than the projected- , 

level. Since the rental rates. did npt increase, the increase is attributable,, in 

part, to^e I'elatively high rate of o^cupancy^and .low rate of turrtover during the 

' n Selected milestones for Woodlawn Gardens ^re sJiown^-ltTTab-le 28. ' V 
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Table ?8 

WOODIAWN GARDENS - SELEICTED MILESTONES~AND~ AeHIEVEftENTS 





Actual 


— —Expected 


Actual \ 


• 

Milestones 


AS 01 

^ 7/1/73 


During 
the year,, 

// If 1 L CO 

lixm. 


'As of 

ili/n 


During 
the year, 

7/1 hn 
1 i Lf / 0 CO 

-7/1/74 
^ ^ 


As of 
7/1/74 


I|luring 
the year , 

-7/1/74 ' 


• • » * . ' 
• _ Residential . 

, 1 . Number of units and . 
average • rental per 
\ unit per month 
2\ Apartment ,occupanoy " 
3 . Tenant . f iirnover 'iu 
: ^ apartments 

• / 


\ 504 
957o 

J 


$151.94" 

* 

10 tenants 
per month. 


504 
957. 


$151.94'- 

7^ tenants 
per mpnth 


504 ' 
• 96%% 


$151.94 

• 

5 t;enants 
per month 


^ Commercial 

\, Occupancy * *\ 

\ 

OveraH 
, 1 . Annual income 
tC*2^. Net cash surplus 
* " available for d^bt 
. * ' service* and^ extra- 
ordinary repairs 
- accrual 


eight 
tenants 




95-100% 




tenants 




> 


$1,. 004, 50? 
$241-|'000 


> 

. \ 


$1,00^>68 

$286,500« 
299,500 


t 


$l,02p^V^ 
. $246,500 



Noter Additional lailestoires were/establi-shed. for:, gross aparCment rent, collec- 
tions,„ other residential income (laundry, interest, miscellaneous), gross commerciJil 
rental income » average .commePclal rent per square foot collected,, number of present 
tenants in arrears^ arid mortgage paya^ble., ^ . 

\' ' • - 

year and, in part, to more efficient billing aAd collection procedures in effect 
^during moat of^ the yeaxj. Both Of. these factors, itj turri, are largely attributable 
to th^ fact tlxat WCDC and tfie newly hired on-site management staff did assume -par- . 
. tlal» management of Woodlawn Gardens i^n October 1973 and full, management as of 
January 1974,1 as was expected^ One of the important elements of the new management 
plan was the impldtaentatioh of a comjJtlWrized billing system for Woodlawn Gardens, 
This objective was accomplish'ed ^during the last three months of 1973, primarily "^x 
' through the joint 6^forts of WCDC and"^he new on-site^ management staff, with the 
aasistance of the>J^^ advisors. Irt.genera;!, the assumption of management 

rgspptmibili ties /h^ been successfully execVt^ed although WCDC performs some^of 
""^•the functions oAglBlSilly intended for the on-site management staff . 




Actual accomplishments with respect to the coppercial milestones for Wood- 
la%m Gardens fell short of the projected ^levels of achievement* The major objective ^ 
WCDC hoped to accomplish by July 1, 1974 was the leasing of a large portion of the 
mall area to a major tenant, probably the Greater Wopd lawn Assistance' Corporation's 
1th center. During the last six months of 1973, however, it'became clear that 

cost of renovation required^ to accommodate GWAC was prohibitive and an alterna- 
e ma jor tenant would have to be secured. Although^he idea of leasing* the space 
ai^^ynedical facility to. a private group of physi(S?3tis was immediately decided lipon,* 
the time expended in searching out prospective tenants and negotiating yith th'et^t 
caused delays. As of Jiily 1, 1974, therefore^ the. mall area had not beenNleased 
to a majoiv tenant, but final discussions on a lease- agreement between WCDC and a . 
medical group were in process. ^ ^ 

During cfae milestone year, four of ^ the eight tenants occupying the plaza as of 
July 1, 1973, eltiher vacated voluntarily or were evicted. • These vacancies were 
not filled by WCDCVanagement in accotdance with the plans to lease large 'portion 
of the spdce to a major tenant. As a consequence, expected rental colleoTiqns from 
commercial tenants durihg the last year fell' short' of the targeted lev^. 

The interpretation a&^gverall_ performance for this entity during the milestone 
year can be viewed usefully frofesj^^o perspectives « One important set of concerns 
relates to the relative status of WcwSlwn Gardens as of Ju^ 1,, 19*^4 compared to 



the beg^.nning of this evaluation period. Fn»L this perspective^ there are a number 
of indications that major strides. have been made.^^e eas leak^^grob ifem was resolved 
and an extraordinary repairs and deferred maintenan<;e prog^ani^^jjas. i^ in / 

January 1974. Fi\ll inanagement responsibility was transferred 'from" thkextemal* 



realty company to WCBC management staff and the on-site personnel at Woodla^ 
Gairdens'. While the on-site staff has not been able to assume all of the fuiitetions 
expected, WCDC staff seems to be compensating for the 'slack and- overall performance 
appears to represent a considerable improvement \)ver previous years. 

Financial reportin]^, b.illing, and- collecting efficiency, as well as h^dli\ig 
of day-to-day maintenance and security have improved substantially. In addition, 

firm negotiations on the lease agreement with the major tenant for the mall were 

it 

in process* It appears that the afdditional annual rental income will be generated, 
although not until\1975. Furth^raiore, a reJluction in insurance payments h^ been 
' obtained, generating slightly more savings than expected, although it waa not possible 
to reduce real estate taxes further. ' Finally, the interim fittancilal plan, described 
'c^arlier, was Informally approved by HUD in late 1973. A. formal Provisional Work- 
Out Arrangement beJNeen HUD and the TWO/KMF Development Association, i.ncorporatin'g 
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the same basic terms but with increased, paynlnts 'to HUD-, was entered into, in February 
1974 to cover the period January 1, 1974 through December 31, 1974. This was a sig- 
nificant step forward in the direction of a permanent reinstatementVlan , expected 
to be^imp^m^hted in January 1^75 when the previoU's arrangement expires. 

The ot^t^^vperspective from which overall performance can be interpreted use- 
fuU:^, fbcuses on Utev|inancial experience o^f^ the entity during* the relevant time 
•f)eriod. Total income tolJ&trdiason;^ during the period July 1, 1973 to June 30, 

1974 exceeded the projected level by one percent. However, a shortfall in n6t casli 
surplus available for debt service and extraordinary repairs Reflects the fact t^t 
expenditures incurred during the year alsp exc^ded expectations.' 

One factor which caused a significant increase in costs relatives to previous- 
years was the hiring of new on-site management staff and increased jaiiiborial and 
security personnel. These three cost items alone comprise more Chan one- third of 
total administrative, operating, an^ maintenance expenses. Comparisons among cost 
figures indicate that these particular cost items account for the bulk of the 
:vncrease'in administrative, operating, and maintenance costs between calendar year 
1572 and the twelve month petiod ended June 30, 1974. ^ 

\ Another major factor which caused expenditure s from ^July 1973 to July 1974 to t>e 
significantly higher than prior years was the implementation of the interim financial 
plan, described earlier."^ Prior to Jt^ly 1973, the TWO/KMF Development Association 
was unable to meet its monthly financial obligations to HQD for mortgage principal 
or interest and for the required repair arid replacement reserye. As part of the 
iri^erim financial plan, monthly payments on accumulated mortgage interest began in 
July 1973. The sum of these payments during the evaluation year ar^punted to about 
25 'percent of total expenses, exclusive of extraordinary maintenance and repairs. 
Also, in establishing the special fund for the latter' early in the evaluation year, 
an initial contribution out of operating income was made which constituted an addi- 
tional outl^iy not 'made in ^rior years. 

Although Woodlawn Gardens did]' experience a loss during the evaluation year , 
real progress has been made in organizing' and implementing a vfinancial .plan to 
Improve the prospects for its future viability. While it does not seem realistic 
to expect the gener&tion of cash available^ for debt service, of the magnitude pro- 
posed by .the interim financial plan, a permanent reinstatement plan involving lower 
debt service requirements seems likely. 



l: iSee p. lOO. 
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^ . JACKSON PARK TERRACE 

A comparison of the experiences of^ TWO with Woodlawn Gard^iis^and Jackson 

Park Terrace (JPT) 8ffers a, study in contrasts both between TWO's strategic approach 

to undertaking a housing development then and now and between different sets of 

, • ■ • • 

ovetall objectives in undertaking the twd' projects. Because JPT was not completed 
daring our evaluation, we cannot compare the operation aRcl maintenance phase of 
these two housing developments, but we do observe differences in the initial approa^es 
to these projects which dndic'ate learning on the p^rt 6f TWO and an increased like^- 
hood for Success in JPT. To be sure, there have been serious and as yet unresolved 
problems in the. development of jfT, as there were with Woodlawn 6grdens. But the • 
proT)lems and cfiallenges posed by JPT do not paifkllel \hose of Woodlawn Gardens. 
The following study will illustrate some significant -differences in af)pr6ach, sig- 
naling a change in strategy from that with Woodlawn Gardens, , * * 

One of the general changes we" have noted ^n all ©f the CDGs^is the greater 
emphasis on lon^-run business and commercial develqpment relative to direct social 
impact programs that were initiated in earlier years* In Woodlawn this ffrinciple 
is illustrated graphically by th-e change from , the Woodlawo Gardens^project , which 
houses low-income residents from the local community, to JPT which may hJouse a larg^ ' 
numbeV of middle-income rd^sidents from outside the community. . ^ ' 

The study of - JPT highiights some of the factors motivating this shift of 
emphasis. .Many of these factors are similar to those j^hich influence other CDGs to* 
increase their empFt^sis on^commeraiaL^ viab'ility rather than direct and immediate ^ ' 
^social prograips * for coipmunity residents^ ^ - ' " 



A . Hi^£orical .Background and Milestone Objectives 

In 1968 TOO submitted a proposal to the University of Chicago for a housing . 
and redevelopment plan in the amount of $1 million. This, was also the year that 
construction on Woodlawn Gardens had b^gun. In response, to IWO^s propojsal, the 
trustees of the University offered to leape 8 acre tract of land to TWO ^f or a 
,^ period of 65 years on which housing for low- to moderate-income families would-be 
constructed. The site location was considered^ highly desirable since it is situate'cl 
in' proximity to the University of^Qhicago and Hyde Park, to fihe Museum of Scienci 
and Industry* and »to Jackson Park and Lake Michigan, offering many physical ancl . 
recreational amenities .while only about 15 minutes away from the Lbop by publi^^* 



transportation. Given tHis bppdrtunity, TWO began acting upon the University/ s pro 
posal and moved forward on the development of i&acHson Park Terrace, .now referred to 
' ' as IWO^s first major thrust in the total redevelopment ' of Woodlawn. \^ 
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To enable TWO to proceed with plans for the site,^tKe University also offered 
to make afailafel'e a revolving loan fund to used as seed mpney. Ten percent of^ 
the fund would be available for immediate use, such as hiring an architect and other 
necessary consultants, while the balance dbuld be drawn upon rec[uest. *In order to 
provide a cushion for later use, 5 percent of the estimated construction costs were- 
to tie set aside in art escrow account to cover any cost-overruns in construction,.^ 

' B> Septjc^mber 1971, preliminary plans had reached a sufficient stagfe ot develop- 
ment to secure a letter of feasibiA^ty from the Illinois Housing Development Author^y 
4IHDA) inviting TWO to submit a formal application for mortgage f inan^ing,^^sub ject 



to the receipt of acceptable .schematic plans. As an authorized recipient /of FHA Zp5 
and 236 allocations, IHDA disburses these funds as they see fit to deveWpers building 
multi-family or single-family housing. As in the case of JPT, IHDA someftimes apblxe^, 

federal funds as % "piggyback" to their own funds, generated through the sale ^ 

^ * • • ^ / ' 

of si^rities , vin order to permit housing complexes to be developed on a mixed^incomp 

basis, ^T is*IHDA*s first venture in an'all blacfk community. By the ' time tWis 



eva lua tion 



5a n 



in the summer of 1972, TWO was deeply involved in mbviftg t^^khxi^h 
the multitude^ (>f steps necessary to implement a project of this sort, T)vrou4hout 
the latter part o>L 1971 and- all of 1972,* TWO actively engaged in a s^es o^vtego- 
tiations and meetings geared toward acquiring the 'necessary appj^cKTals from 
D>epartment of ifrb^n jPenewal , Model Cities,, HUD, the City of Chicagp, IHDA, /the 
University of Chjfefgo, and on some issues the community leaders of WoodlaWn, 

•'Major r%^onsibility for the pritAary^ directiT>n apd cxjordfnation of cinCerned 



parties^^^^tjK^oughout the planning phase felj. to the Director of the Center fbr Corarau- 
"ange, a Foundation-supported .technical assistance organization engaged by 




Foundation for this purpo^se^ Other technical 'advisors were provided to ' the 

project to act as repre^ntatives of WCDC in insuring efficiency and timeliness on. 

all'aspects of the jcons true tion phase, ^ 

' >^ * ' * ^ ' 

Several>dilays were encountered in ,the process of moving this project forward 

to the c^^ruction phase which began in June 1973, eight months later than expected. 

Somej^t the steps taken and the^ problems encountered 'were those confronting any • 

developer, such as Securing necessary permits from the appropriate local departments. 

Othera> were^ peculiar to the natufte of this particular project, such as the necessity 

\ ^ . ' ' ■ ■ • . ' y 

of ^obtaining approval of several, diverse concerned • parties on virtually every signi- 

" ^ # *> ' ' 

ficant element^ of the development process. ' 

^ . One example 'bf the latter is the difficulty encountered in securing a general 
contractor for the project. In an effort to- insure sigliificant minority participa- 
tion,' TWO recommended to IHDA that the construction contract be awarded on a 
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joint -ventur,e basis; IHDA agreed. Two firms, one black and one white, were approved- 
by IHDA to" begin detailed cos t, analys is . After several months, however, IHDA informed 
TWO that the white firm would hot: be acceptable because his performarlce on/Other 
IHDA jobs in the recent pasc had not been sajtis'factory . After a number of discussions 
with other firm's, the Crane Construction dompany was chosen.' At the same time the 
black contractor chosen earlier, xetjMested jan award of the contract for the entire 
development. Both IHDA and the^Universi'ty of Chicagi rejected this proposal, however, 
-on the grounds fhat the cbmparfy'had no experience inVhigh-rise construction/ After 
persisting thr9ugh negotiations with--W(5uC for several weeks, it became clear that 
WCDC would not ovej^ride the objections of the funding sources and the black contractor 
withdrew from' the V^oj^c# cobp let ely - Thus, Crane was designated the sole general 
contractor with the understanding that the ' f irra^c^uld make every effort to involve 

minority contractor^ to the fullest extent possible. 

- \ 

The 'cons truction' p>has€s was initiated at the time Tmi leg tone, targets were being 

set. Althouglj a construction period of 20 months was stipulated, completion o£all 

\ ^ 

322 housing units>was expected by July 1, 1974. Occtxpancy was expected to begin as 
of Aprib'T."^ 19,5^4 -with approximately 80*to 100 units occupied by July 1. 

"Through 'September 1973, construction progressed oji^ schedule, but problems^ 

* " ^ ' ' ^ ' ' ; / 

• arose which, were aeemed likely to^cauee delays in. the 'near future if not resolVed , 
I ' ' . ^, , . f ' % * 

■quickly. The most s:erious problem- concerned the installation of the off-sitfe sani- 
tairy sewer, a responsibiU t;/ of the city. Since the sewey is the/deepest utility, 
itiS installatiori is required before other underground utilities and paving, etc.. 



can be 'done . Apparently, the city had made several commitments to st^rt work, the 
first being Jund 1, 1973, but had failed to meet them. The city firplly began work 
on the off-site s6wer in late November, nearly six months after the ^^gi^ial^ commit- 
ment date. If all had g6ne smoothly beyond this point projections may have bafen 
met, but unfortunately, there were further delays in other areas. The lumber strike 
in November probably delayed progress somewhat, and this was' f<j>llowed by^ several 
days of inclement weather in December, perhaps the. most significant <lelay, however, 
was caused by the, cement suppliers* .strike. According to otie ^CDC official, the 
strike resulted in^a two-month delay in construction. •* 

Clearly, m^H^of the dt f ficulties -ai^isitig over t;he last year could not have 
been foreseen by the staff or their technical advisees* at the time target levels 
were chosen. Althoi|gh none of the units had been completed by t)ie end of the eval- 
^ uation period, overall performanpe wi£h regaM to the construction of Jackson Park 
Terrace, in consideration of all .the delays, is commendable.. As of August 1974, 
five flo^ors of the high-rise building had been turned over to WCDC atid six tenants 
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had moved in. "It was expected that the entire d'evelopmerit would be completed by 

^November 1974 . . ' ^ ' 

The general approach WCDC'^nd the otJier barties concerned with JPT, pursued 
in the planning and execution of the developmei/t displayed important contrasts with 
the approach to developing Wood lawn Gardens . Financial planning, for' example , was* 
seriously lacking in the earlier development, JWhile fir JPT f inancing^e.quiremen^^ 
and potential financial problems for the construction phase wer^ -tar efully analyzed 
befcrre construction began. During the coursef oF devfelopipg<JPT, several revisions 
were ne'cessitated by unforeseen cVianges in city "^ndAi^z codes, by the energy 
shortage, and by changed plans for a security sy^eL The cost increases resulting 
firom. these 'contjjageirciesTh^^ yiould'hjs^ttsetlto some extent by the revolving 

- loan furxd^^^stablish^^ by. the University of /Chicago', as well as the potential savings 
"expected to realize on interest for me intetim financing. The^otential 
cushion of interest savings w^s made possible, by /st^ipulating a Ipt^er construction 
period than necessary- 



B. ' Strategic Objectives 

The primary long-term goal WCDC /hopes 



)pes t 



o tealize with respect to Jackson Park 



Terrace is che-^viable operation, of tl/e develppment with an economically mixed tenant 
population. The de&'ired %enant^' mix at the,, end of this evaluation consisted of 60 
percent of the tenants paying market- rents , 20 percent '|>aying basic rents stipulated 
by FHA's Section 236 housing p-rogram, and 20 percent receiving subsidies under the 
federal Rent Supplement Program in order 'to pay the basic rental rate. What this 
will mean in ^rms] of tenant family income distribution is difficult! to specify at 
this point, but an',examination of the income limits and corresponding rent structure 
applicable to JPT clearly indicates that the distribution would be skewed toward 
families wi'th incomes significantly higher- th^n that of Moodla.wn's current residents^ . 

In the discussion of Woodlawn Gardens,^ the point was jnade that current r.ehts 1 
on that project could not be/ raised without destroying the low-^ to moderate-income 
character of the project, 'in JPT, however, rental ra^s for the .40 "percent of th^ 
units su'bsidized average 25 percent higher than those of Woodlawn .Gardens. Market - ^ 
rates for the remainder of the units in JPT are nearly 60 percent higher. than the ' ^ 
subsidized' rental rates there. ' , . . ' - 

From the perspective of the ],6w-incoine family seeking affordable, decent housing, 
the prospects in JPT are limited.^ Indeed, it may turn out that the great majority of 
low-income 'tenants will necessarily be ones-.who qualify for federal rent supplements 
because those Whose income just exceeds fedetal rehr-supplement income limits .will be 



. 1.. See pp. 59-100. 
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unable pay the .full basic rent, particulari^i.4LLrents are increased as- 
cipated. Consequently, a s,itua^tion may result wherein many Wooc 

need of improved housing are excluded from a housing development wh)/<rn was financed 
through a program designed specifically to provide housing for Js^xa.f . On the other 
hand, it may be true that/in the long ruil, the JPT experimgtlt wiTIprove to ^.e a 
more successful model for improving housing conditions^/for, low-income families than 
standard public housing has proven to be. Fewer f^ildiies may benefit from each 
housing development, but qualitative impact may/he far 'greater, although this retaains/^' ' 
t6 be S0en, 

\* Judging from a review of early prWH^les'of approved tenant applications, there 
are string indications, that WCDC will/be successful in achieving its desired economio 
, mix of tenants.^ Based on.our Observations, the encouraging rent-up picture-is attri- 
butable to three' factors : -one, the growing scarcity of rental housing in the » 
surrounding area, partly' due \o the increased trend toward condominium-conversion; 
two, locational factors, such as the proximity to the University,', the hospitail^, and 
recreational resources; ^nd three, an aggressive marketing strategy. | * \ ^ 

The marketing strategy employed, by WCDC has been particularly significant in 
generating J:he favorable response to JPT thiis far. Beginning in early 1974^' WCDC 
embarked on a concert,ed effort to market JPT as a modern, convenient, quality ' 
housing complex* offering an attractive and viable alternative to suburbia for the 
middle-class. A public relations firm was hirS^ by WCDC to handle mstrketing, adver- 
tising, and public relations. 

Emphasizing the various amenities of the development, marketing efforts were 
aimed specifically at certain desired target groups. University and hospital people 
comprised one target group. Based on initial inquiries, it became apparent that 
many residents of high-rises in other neighborhoods were interested so they became 
a target group. The third' general target group was Chicago's black middle-class 
With these primary groups in mind, brochures were" distributed in the University and 
liospitals and went out to a mailing list of over 1,000 before the official grand 
opening. WCDC designated the Woodlawn community as another^ target group, although 
the m^arketing strategy with regard to Woodlawn was quiet compared^ to the overt 
marketing efforts aimed at the other tar^t gi^pups., ^ 

1. A technical Advisor's report discussed the issue of the oXegres^ive nature ' 
of the basic rent structure' for families in the middle range of ^36. jLRcome limits, 
i^e., $6,000 to $9,600 per year. The basic point is that: families wf£ft^^<Ricon}es^^ ^ 
this range would have to pay between 30 percent and 40 percent of their income at] ' * .i^^^ 

*the basic resy^al rate whereas families with lo<rer incomes and higher incomes usually 
•pay 25 percent to 30 percent of their income ott rent. * • , 

2. See the discussion on'pp. 45-46, which reflects the strat6gy of WCDC with* , 
respect to this issue. 



Th« rationale* underlying WCDC's strategic approach to the developiaent of 
Jackson Park Terrace is. based, 'in part, on the view that Woodlawn, as a community, 
cannot become viable if it remains an enclave for the poor. ^ In carrying out this 
first major effort toward total redevelopment, WCDC ^xpects JPT to demonstrate the 
feasibility of creating ^viable development ^witb an economically mixed t#hant 
population. ^ ^ ^ 

A thorough examination of the emerging financial situation of the JPT develop- 
ment suggests another reason why an economically mixed tenant population is desirable 

and perhaps , j;iecessary. A comparison of total estimated annual expenses relative 

2 ^ 

to total estimated income based on subsidized rentfal rates reveals that some 
subsidization of expenses will be necessary if debt service requirements are to' 
be met* By the terms of an "operating subsidy" grant, IHDA has agreed to provide 
for JP'P, supp'lemental funds will be avaJ^labJLe for this purpose for a time. When 
this grant has#been depleted, subsidization could be provided, in principle, from 
funds generated from the tenants of JPT paying market rents on a continuing bassls. 




n See discussion of WCDC's redevelopment strategy. Chapter 3, pp* 45--46, 
2, Upon final closing, , all rents collected above the basic rent for each 

unit must be turned back to IHDA, .according to the terms of -the agreement between 

WCDC' and IHDA. * ' / ' 
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THREE COMMERCIAL CENTERS 



To" understand the commercia,! center development ;s, we first studied the process 
«^ of developing shopping centers as customarily followed by private developers and ' 
isolated the most important factors that. determine the'success or failure of shopping 
centers in general. We then traced the development of three CDC shopping centers 
^ payijig particular attention to the critical factors thus isolated and examined how 
well the CDCs did with respect to these factors. In addition to the Individual 
factors, such financing and tenant se.lection, we also paid attention to the sequenr" 
cing or timing o£ the various stages of development r Timing is a very important 
aspect of developing shopp^ing centers, and we show how costly it is for the entire 
project when deviations must be made from the sequences followed in successful cejvters 
and when signif ican^T^^elays are incui;red, as in the case ot Restoration's Comme^xial 
Center. 

Many of the trade-offs for the CpC in developing shopping centers are similar 
to those involved in housing developments. Both types of projects require, larg^^ 
amounts of CDC resources which might otherwise be devoted to other CDC programs and . 
priorities. In'* both commercial and residential ventures local community interests*' 
must be weighed against the overall viability of the project, as di-scussj^ in tliis 
chapter. Additionally, the reputation of the CQC within the communljy and with ex- 
temal funding sources is affected by the failure oj: success of jif^^ e_highly visible 
, economic undertakings 

While the individual projects of Restoration, TWO^^^^^^W Zion differ in^any ^ ^ 

important respects, each has at least 'three common obi^tives: 

' . 1. to fill the community needs for improve^ retail outlets; 

2* to develop a means of providing oppo^^nities for local minority 
' ^businessmen ; and 

.3. to provide a major opportunity foif^CDQ managers and staff to gain 

valuable Experience in the variojas phases of commercial development 

This^study summarizes the impact and some/^^ejsons learned from* each the three CDC 

shopping center . ventures to date. 

A. Shopping Centers; Critical Factors and Development Sequences 

The smallest type of shoppi^^ center is the neighborhood center which usually 
does not exceed 100,, 000 squate^^f^efc of gross leasable area (GLA) . The anchor" tenant* 
(i.e., the primary traf fic^^herator) in this type of center is, most often, a super-' 
market or- a drug store.y^he primary function of this center is its convenience to 
consumers, rather thaji its selection of consumer goods. Intermediate or community 
centers -are somewh^ larger than neighborhood centers and range normally between 
. s 100,000 and ^OO^yOOO square feet of GLA* Here the anchor tenant is * frequently a 
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junior department store and possibly a discount drug store, offering customers con- 
veniarfce plus limited comparison shopping goods as well as convenience goods. Finally 
th^e are regional shopping centers which range from 300,000 to over 1 ,000,000 ^||ua re 
ieet'of GIA. ^ The anchorS'^arThese x:enters will be one or more full line department 
-sirores-^ — In Lhe^j B-Tg^s , Woodlawn Gardens, Shopping Center and Progress Plaza ^re 
neighborhood ^^e^^t^s. with '54,000 and 64,430 square feet of GIA, respectively. Restor- 
ation's Commercial Center is a community center with 179^72 square feet of GIA. 

Despite the differences in size and ultimate tenant mix, the initial development 
and management of any shopping center or fairly complex operation involves the coor- 
dination of diverse sets of .pa.rticipants and processes. In this regard we identified 
six critical factors whose mutual interaction to a larg^_extent_determines the success 
or failure of a shopping center. These"' factors are: 

(\) site selectioa --the most important considerations jiere pertain to 
^ the characteristics of the trade area: demography, existing and 

potential competition, accessibility of the location and its 

physical propetCies. n 

(2) financing - -method of' financing, lease terms and rent structure 
considerations. ^ . . , ^. 

(3) tenant mix --requires in^rmation on the commercial needs of the ^ 
seJLected market in o^d^ to* guide choice of merchants to match 
demand^-iH:rtlre*tTacie area. . , 



(4) layout - -design of center should afford maximum visibility of all 
stores and jgenera tie customer traffic throughout. 

(5) marketing --establishing arid itpg)lementing effective mechanisms 
for marketing p.olicies, e.g. merchants' associat;ions . 

(6) management - -chc»ice of an agent or indi vid ual to coordinate 
activities with respect to the center. and handle problems of 
merchants within the center. , . . 

. Timing and coordination of the various stages of ^the development 'sequence als^ bear 

Significantly 'on the ultimate viability of the center.^ The following sections review 

the experiences of the CDCs in developing shopping centers from the perspective of 

how the critical factors and their sequencing were handled. 

B. . Woodlavn Gardens Shopping Center: An Under-Planned Failure ^ 

. The Woodlawn Gardens Shopping Center officially closed in 1973, acknowledging 
a failure which had been apparent to most observers for some time. Causes for the 
failure are-numerous and probably had their origin in the beginning of the planning _ 
phases of that development. ^ ■ . , ' ^ 

n These factors and the dynamics of their timely coordination are discussed 
. in "Case Studies of Three Shopping Centers," Carl E, Snead, 0719-01-5, November 1974. 



JC . . ■> 119 



N 

114 



Woodl^wn Gardens shopping Center was a neighborhood center with 54,000 square 
feet of gross leasable area, located near a busy intersection on the South Side of , 
Chicago. The development sequence in constructing this shopping center differed 
markedly from the sequence adhered to "by most pr^j^te develdpets in the industry, 
and the unique sequence taken by TWO probably contributed to its difficulties. 

The project was begun in 1963, not primarily as a commercial vebture , but ratjier 
.as a partf of a residential -conmiercial package. TWO had no major interest at that time 
in becoming a commercial developer^ but rather was interested in building -housing in 
the Woodlawn area. The property on which t.he center was eventually, constructed, was 
owned by HUD. Although TWO was' primarily interested in housing construction, the . 
property was not residentially zoned. In order to acquire the land, TWO had to agree 
to allocate a portion of it- to residential^ development and another portion to cdtaner- 
cial development. ' » - . 

The Kate Maremont Foundation, acting 'in an advisory capacity to TWO, thought 
the site had commercial potential and pushed *^or. TWO to develop a, shopping center. 
The feeling of Kate Maremont w^s that a commercing center, wi^h its high expectations 
of revenue, would enhance the debt*-service position of TWO^ for „,^the single mortgage 
covering residential and coknercial development. TWO did jwish to {J^omote the devel- 
Qpment of local black businesses in the area, and a shopping center could provide a 
vehicle for doing^so*. Thus, it was decided to move ahead with* the project. , . 

Much of the prudent exploratory and preliminary work- was not thoroughly under- 
taken before construction of the center began or firm commitirients were made. Spokesmjbn^ 
for TJWO indicate that this planning was to be done by the Kate Ma;remont Foundation. ^ 
Although we do not believe that the project lacked sufficient potential initially to, 
justify two's involvement, it seems clear that much more planning, from the very begin- 
ning of the project would have been requir^ad to realize any significant degree of ^ ^ 
success. The decision to build' a shopping center in this" case was not based on 'a 
careful consideration of projected risks against projected gains. ^ ' - _ , 

In particular^ failure to undertake a major feasibility study prior to further 
planning for the center proved to be quite costly in terms of a series of misjudgements 
of expected revenue, monetary costs, and staff costs, as well as other r^equirements^ 
of a shopping center. For instance, inftial expectations were that the center would 
provide $13,700 a mbnth in revenue, of which only $9,500 was actually realized. There, 
were oth6r reasons why the actual sales volumes were not higher than they were, but 
the point here is that insufficient exploratory efforts by TWO iii this project did 
not fully alert TWO to some ot t)^e contingencies that may have been foreseen. 
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-Minimal investments codld have b'een made in market studies to assess the , 
general suitabi;Lity of the chofeen s,ite*for commercial expansion, ra:ther than relying 
on visual inspections and ^ut feelings of the need for such', expansion. Most of what 
we have identified as normal^xpToratory work for a proposed center .was sidestepped 
by the developer^, /FpeiiTwhat we have learned in our convei:sations with the relevant 
TWO managers and r^iews of the written history of the Woodlawn Center, TWO launched 
into the commercial center^entirely as an appendage 'to the residential real esrtate 
venture (which is reviewed earlier in' this chapter). 

Several difficulties encountered in this particular commercial venture were 
traceaW^^ to the unusual sequence of development stages. Negotiations witli potential 
anchor tenants norjnally^o forward during the preliminary phase, before construction 
begins, or even before architectural plans are finalized,' ;rh^ primary reason for. 
this general approach is that after a developer has acquired a good sense of the 
scope of the proposed venture, he must identify potential sources of fund-s. Commit- 
ment from lenders require some commitment from tenants, although the exaqt extent 
to. which the leasing program must be carried forward before permanent financing can 
be. secured varies* ^ • , ' 

Bo tti construction and. permanent financing were provided by HUD, and construction 
began, prior to a coramitTuent by prospective center tenant^s. During the construction 
phase, tenants were identified" and .committed. Architectural and other planning- which 
<is done with particular tenants in mind is -usually subjected to close scrutiny b^ ^ 
parties who stand to gain or lose by the .manner in w6ich tlie planning is executed. 
There were na such external checks in this case, 

' The site actually selected for the center, seemed ideal in several respects. 
The surrounding area was densely populated, with new housing developments planned 
concurrently with the center. There was easy access to' the cen^^r from the "el," ^ 
bus*i car, or foot. * . 

The major difficulty with the site was one thfit hoidajtrue for most intler-city 
locations, namely the unwillingness of Xi2,t\.^t^\is,)jx^ trf'^A^A^ratea^eii^ to locaftp 
in such areas. AAA- companies have littL^^centive to incur the ^Tri&ks^ associated-^ 
with retailing in low-income deteriorating sections of the ^cd^yjjrti^ less _ 

risky options are open to them. Throughout the life^f^^tfiis center, attempts were 
made, t^ost unsucessfully, to^ bring in major companies , jlike Les-On Drugs, whic^ 
could have made a tremendous difference in the ultiAiate. outcome of thel^project. 
Poor location was not the onfy factor deterring AAA companies; t^ut it was ^n impor^ 
tant one. ' ^ , / 
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The financial fiWiRr, also, proved to be especially critical in the case of 

the Woodlawn Gardens Center^^^^he rent structure, leasing i^reements vith tenants, . 

and the particular method of finaitcing this pro^ject ^11 had their /toll on the ftaal 
outcome of tae Center. . . • • . 
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Both the iiiterim and permanent financing were provided by HUD which, ^6 we 

'■ « ' ^ 

painted out earlier, had its^own reasons for financing the project. These reasons, 
did not have to do with, commercial, but rather with residential consi-derations. 
In the usual method of financing, private lender^impose restrictions cjp^he 
developer whkch minimize the risk of default by requiringo'a certdin percentage, 
of the center space, usually^^S to 70 percent, to be leased to AAA-rated tenants. 
Top credit tenants are expected to provide enough minimum rent oyer the life- of 



their leases to cover debt servipe, real -estate taxes, operating and matiagemer^t 

expenses, ^ b 

HUD placed no sych restriction on TWO in financing this piroject, and TWO 
^ • . '■ . 

did n^t secure enough AAA tenants to cover its debt service fromj.ncoiue d^tived 

from these tenants. TWO'3 dif£i€ulty in signing major tenants resulted In, less 

than 20 percent of the gross leasable area being initially occupied by AAA tenants. 

In addition, the remainder of the. tenant, mix in the* x:enter was inajJpropriate * 

for the trade^rea it^ served. Consumers were not offered the range «of convenience ^ 

goods compatible with the requirements for a low- iricome, neighborhood center • Th^ 

limited line specialty «hops fn the center may have been more- appropriate for a 

middle-income area than^ f or Ijfoodlawn. . - ' ; 

A fhismatch between the merch'afDts and the trade area copsmers was not surprising. 
, i ' ^ , *' ^' V . 

given t4ie manner in vHlich tenants wer6. selected for the center Tenants were 

■ \ ^ \ • ' 

selected and signed by TWQ^S Director with. a view toward providing opportunities 

for black merchants and filling* the center "space. It does* not appear that local 

retlail needs playe'd any significant role- in tfie assignment of center space* 

So we see here an ^ additional negat^ive consequence of TWO^s departijre from 
traditional industry practices with ^regard to developing a shopping ^jfeitfer. 
Normally the feasibility study and mar ke^t . study, which have 'other uses as we-have 
seen, will have additional pay-offs in terms of^k^ailed break-down of buying 
habits and needs of potential traders. U'tilizii^^Bjklts of these types of studies 
by carefully selecting tenants may have helped red^^ the mismatch between thjs . 
cenrfrer merchants and the community, ^ , . v 

Compounding the difficulties derived from getting the "wrong" category of 
merchandisers in the cent;er, TWO accepted a high risk ^ittrade-df f in filling the ^ ' ^ ' 
center with so many locl^merchants. Had TWO be6n able to sign a larger number ^ • 



of n^ti^nal companies with 'fewer loc^|||^* the rental income for the centerv^ld have 
been loLet, but. more reliable. AAA tenants typically pay less rent j)er, ^are foot 
'th^n Ic^al companies bwiiig** to ^exx stronger bargaining power. The local tenants 
thisi|Center often (J^ultdW^on .their 'rents', (illustifllting^ the preference of most 
^ent lenders fiotv strong national tenants. It is' doubtful ^hat full effects 
of rent versus risk"tra:4e-<!)ffs were considered in seleetj.ng tenants far the center. 
The site planning ot^-lkck of it was particularly critical in a shopping 
iter J.ike. this one which i^lied,, primarily on foot traffic. The layout of the 
fjoodiawn^ijardens Shopping dencer ^w»s .^ub-oj^tjmal:, with respect to foot traffic as 
well^as^ visibility of storj&s, . Ihe mall had shops ana stores .cttn^ined in three - . 
. distinct building!?, a fact whic1ii,^rked,-to the di-s.^nc't disadvantage of the smaller 
^ shops, It was estLnatled that abou1^0,000 pi&^r^s shopped at the TWO-^Hillman sup^- 
market every, month, Wt^ because of the segaratioti of tbe superfi^arKet from the mall ^ 
area, most of these customers were riot e*xposed*to the rest of the. center. Therefore, 
much of the effectiveness of TWO-liillman'9 as an anchor or major draw S^ir the center 
was reduced 'because of th^^center layout and placement of Hillman's within the center* 

, An additiona.1 attribut^\pf the design of a penter ia that it should b^ as 
attractive as possible to traffih. outside 4:he center itself. In other words .the * 
design stiould serve as V sort of aoWrtisemenl: to potential customers in the area. 
The Woodlawn Center design had no sucKSef feet.- To the contrairy, the outward appear- 
ance of the x:enter resembled a series of^arfehou<^9^ . Perhaps^ there is no way to 
^ " calculate the actual loss of potential revenue in the mall attributable to customer 
ignorande of what, the loali was all a^ut. " ^-1 - 

Realizing the fruits of much of what has gone before, in the planning and 
W develqpment of a center, hinges 'on the adoption of a successful marketing policy* 

. It is -effective advertising, pi:icing, and "t)r emotion that the Wood lawn Center' lacked. 
* and consequently much of the actual sale potential was list; '-Several 'of^the^stoaH^^^^ 
shops were^ot ahte to realize sufficient .sales to keep them afloat, to the detria^nt^ 
of themselves and the center as a wl^ole. < ^ - ^ ' 

^, '\ Excessive retail prices- were an important deterrent^ to achieving the ^volume^ - 
of Sales that would have been required, for profitability of the local merchants. 
The low- income consume frequenting the center slmpljr could not 'afford the, metchandise 
offered by the local merchants • Part of the need for setting high prices was the 
high overhead faced by these merchants. Rentals for the smaller stores averaged ' ^ ^ 
^ $5;75 per square foot as ^cbmpar^ with $5.00 for the center k$ a whole. It ^is ^Iso 
apparent that many of these businessmen ^cked experience in the technicpie^ *of 
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purchasing that would have enabled phem to pass savings on to customers in the ^ 
form of lover retail prices. 

_ • • • 

Advertising and promotion for the center also appeared ineffective though 

there were some efforts'. to bring improven\ents in^these areas. The engagement of 

a successful shopping center advisory firm in 1971 did not bring in ariy^ results for 

the fledgling center, though it is difficplt to say where the fault lay. * What can 

»be observed, is ttat TWO failed to organize an effective merchants association, ^s 

a means ot^ealing with these various marketing difficulties that Ccranonly occur 

in sho'p'^ping- centers. / 

Provisions for the development of a merchants association and for its financial 

operations are usually written into the lease agreement. The bylaws of the associa^ 

ti^n which guid^ its activities -must be referred to in the lease. The bylaws should* 

spell out the objectives of the association which are namely promotijonal'acftivities , 

publicity, special even£s, decoration, *and cooperative advertising, as well as othet 

joint endeavors on behalf of the centeV, ' / . ^ 

'There was a merchants a'ssociation in ,the TWO ceater, but it lacked both pro- 

fessionalism and adequate participatioji by members • j For the most part, promotion 

and advertising were** left to* individual merchants. There^ wks,\therefore, no 

planning or consistency to the advertising. / * I - ' - . 

• . ' • t 1* ' ^ 

Woodlawn Gardens Shopping Center, ratjher.,than providing^ a revenue source to 

shore up* the resideQt:ialk)art of Woodlawn Garden^', became a failure and a net cost* 

\As described above, the failure came from-.^a variety of factors. The most important^ 

or\ these ye re": v • 

\(1) poor pYlbr planning Wii?^ Sio «iajor feasibil^iy or market studies; 

(^) weak tenant selection "both with respect to merchanflise offered' and 
jnanagement capability; and ' ^ ' ^ 

3)--^little" onrgoing^controrl or management of* the operation phase. ' 

'•• ^" ■ . • 'I. ■■ 

. c . Progress Plaza: Candidate for Succesg 

The^ experience of Progress Plaza, has differed quite markedly from the Woodlawn 
- ' ^Gardens Shopping Center in most importa'nt respects, though there have been somf 
similarities*. Progress Plaza is widely accepted as the most^ successful* of the 
black-owned and developed shopping centers in the country, although it* was not 
profitable as of June 1974. The ultimate profitability of .Progress Plaza, can ♦ 
only be estimated at this- time, but our general assessment is that thfe Plaza is 
on the road to operating in the black. . . " * 

Progress Plaza, like the Woodlawn Center, , is located in a center \ity, near a 
major university, and %s well served by public transportation, RegardingNfinancing, 
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ten/(nZmix, layout, marketing, and management of the center, Progress Plaza has 
outperformed the Woodlawn Center by a substantial, margin. It is difficult to say 
which , of these factors is most responsible # jcor the relatively sUcc;es*fuL_operation 
of Progress Plaza, since fhey- all interact. Ve will, therefore, examine each 
oi the factors in addition to the timing and se\uence of "various development 
phases . 

The sequence followed in developing Progress Plaza was more nearly in line 
with typical stages and timing adopted by private develojjers than was true for 
I Woodlawn Gardens. The more sophisticated' approa,ch adoptedN^ develpping Progress 
Plaza was undoubtedly a factor^in ^counting for the degree of\^ijc'cess the Plaza 
new enjoys. 



During the exploratory phij^e 
fined to 



the search, for a site for tlie c 



f;er was ^con- 
cause of 



^ble u^rban renewal land in Nbtth Philadelphia, primarily 
Ltxons.-'^Gita^ility me^nt land ^^Ifeh was clear of s.tructures\and 
located on a major thorofighfa-re in the cityf% Zion' undertook ma sclent 
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bility study to -determine, the suitability of the site it .selected, but it* undertsoo] 
various community suryeyis in ^n attempt to assess the likely response of potentiaP 
trade^areaf shoppers to a new center. Residents were ask^d what type of tenants 

^ they wished to see in the new shopping center. Generally, Zion fet that it had 
a rapport .with the community which would be most affected by the proposed chopping 
center >nd that the community would support the center..^ 

1^ After acquiring . the Broad Street site, a commitment' from A & P was to serve 

' as anchor tenant for the center, thus helping to firm up^^ 
Technical assistance and advice was solicit 

^ Bank, the permanent lender f orjjie^^ojec t. 

^everal other m^^cfiants were approached for center occupancy, arfd many of 

• them did theii;^wn market sfudies. On the basis of these studies, several of 
them accepted, su^ge^ing the potential inherent in the project. There were no 
major difficulties experi^BUced in initially getting tenants to join the center,. 

The site actually sklecteH^^^&jr Progress ?laza is well suited for retail 

expansion. It is well served by an imprtrviiig public transportation system.' 

There are bus routes on Broad Street and a rapio^traiisit subway stop a block 

away from the' Plaza. Several additional factors helped tolitak^ the site desirable 

for Zion's purpose?: - . , 

(1) Some knowledge of'^ommunity residents had been gained by the Zion 
organization in connection with other successful projects carried 

• out in the communifyi Including the Zion Garden coihplex. Strong 
support from this « community is an obvious benefit of this location* 

■ 125 



V 

120 ' ' ' • ' 



(2) New planned residential construction may/ enhance market potential in 
^. future periods, , • • / - , . 

(3) Clos« proximity to Tempje University provides a rich source of sale^ 
potential. ' . ' ^. . 

Progress Plaza has been succe^sful^ in converting the potential benefits to monetaty 

gdins,' partially by attracting approximately 30 percent white patronage. 

The major- liability of inner-city locations, such as this Broad Street site, 

has been overcome by the Plaza.' /^hey have succeeded in attracting A & F and* other ' 

AAA companies to this location. There can not be a more solid indicator of the 

attractiveness of a site than the willingness of AAiy companies to locate there, 

based on their* own market survey of the surrounding a'rea. 

The overall financial packaging of Progress Plaza was much better structured 

than that for the Woodlawn Center, "though there were several. errors made in packaging 

the Plaza, too* The total cost of the construction was $1,426,856 which represented 

85 percent of the total cost of the center. ^The median ratio of construction to the 

'^total ^(capital) ^oTT^^^^j^^eighborhood eeri^rs of the age group of Progress Plaz^ is 

74 percent. Construction of th'e Plaz^ \4(^n^»based ^ru compettl^iy^^bii^^'^S 

comparative selection of several firms. Rather, the role of general contractor 

for this development was granted to the party who relinquished his option pn the^ * 

site in'^exchange fo^^ the assigned role of general contractor. This arrangement did, ^ 

not prove, particularly costly to Zion "given an initial savings on land cost and^the 

fact that no major construction difficulties marred the opening of thej center. 

crucial as the relative construction costs is the leasing for the 

center, and it was in this area wper^Tiany^le^ons were learned. The primary defect 

in the leasing program was an under assessment to tenants on their rentalsy Rental 

rates charged to tenants were based on the typical rents charged for similar merchants 

* 2 . 

industry-wide, as reported in The Dollars and Cents of Shopping Center^ > This 

approach to setting rental rates was |io "doubt a better one than a random determin- 
ation of , rent structure. However, rental rates were not sufficient to cover the 
costs of operating, the center. For example, it was estimated that in 1972 eight 
bf the leases in the Plaza had rent levels and common area maintenance reimbursements 
bljat'Were too low to cover the'cdst of the P^laza for that tenant's space. This was 
orx an income and cash flcbw basisX 



Iv This^ figure excludes tenan^ Improvements. 
. 2.N The Dollars - - 

Washington ,^D.C,; 1972 



2.N jhe Dollars and Cents of »Sh6pping Centers; 1972 , Urban Land Institute, 
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The initial mix of tenants occupying Progress Plaza was reascmably qpmpat-' 
iblKwith'the retail needs of trade area shoppers, a result partly attributable > 
to plamiirig and partly attributable' to the lack of major problems in signing 
tenatits forHhe center, luring the preliminary planning s^tages, consumers were 
surveyed directly as to what*^ they percieved to be the major retail needs. 
Although the reliai>ilit:y of such community surveys is questionable, they are 
"surely a l?etter guide to selecting, shopping center tenants than what was evi- 
^^e|iced in the case of Wood lawn. 

-It appears that the tenant mix has contributed to the overall financial 



success of the* center, providing each; of the sma'll merchants with more business . 
than he might have generated ha<5 he located -outside the Plaza, Difficulties 
experienced by^some of the merchants within feh^ Plaza. do oot stem from merchan- 
dizing the "wrong" type of retail goods, as was true ta some extent in W^^dlawH. . 
Rather, the difficulties of some of these businesses stem ^rom thfe inexperience 
of their owners in operating their own bus^.ness^s. 

The layout of the Plaza is a basic "L" *|jf^at is commonly used for neighbor- 
hood centers, and has ^two^evels. The fir?t level houses the Various retail \ 
outlets amount to 53,830 square Teet of gross 'lea^^ble area, with the ^per'. ^ . . 
l^vel desi^naried as of f ice. s^ace wrt!r"776eO--square -feet of- space occupied ty 
zion affiliates. Becayse the parking lot" is* directly in front of both horizontal 
afid vertical strips' simulfcaneously, shoppers can le^ve their ca?s^ go to* stores 
-J^Sn'e strip, walk around to stores In the other strip, and return to their cays 
with far less walking thaaVwould be possible in a straight line strip. ' Visibility 
of one strip to another encourages greater interchange among stores than f all 
stores were spread out in a straight line or as the t^ood lawn Center was laid out:. • 
Actually, 'the distance is not smaller unless the shoppers, cut across the parking ^ 
lot and shoppers are informed about what other stores exist in the complex. Both 
of these characteristics -have encouraged greater pedestrian interchange than either 
horizontal or vertical strips.- 

• This design is especially good for the Plaza's corner lot where one strip 
♦faces eac^ of two major intersecting streets with parking in front of ^both strips 
at the corner. With one strip parallel to each street, maximum visibility of 
stores is achieved. -~--Such\a visibility factor ^is especially important to Progress 
Plaza because of its heavy reliance on foot traffic. Also, high visibility of 
available parking ^apatre"s^s provided. , ^ ' ' — - ' 

WitltT regard to the marketing factor. Progress .Plaza was/much We success- 
fui than the Woodlawn Center in realizing the actuaul sales potential' of the trade 

■ ■ ■ i27 
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area. Retail sales his^iorys for which our "data are incomplete, woifld provide tlie 

most meaningful assessment of marketing success.' According to our information, 

iibwevek, salan and revenue projections for 1973 and the first 'six months of 1974 

\tere riot fully realized. Other marketing factors which. sl]ould^be noted are the 

activities of the merchants association and overall promotion of the center. As 

was noted^in the discussion 'on leasing, tenants were under ^f^essed for rentals 

so that(the association has not been as financially strong as it might have been. 

Newjtenant^ leases which are being negotiated have strong provisions for tenant* 

participation in the associatldij, a factor which should improve the overall sales 

volume for the Plaza. Promotions Have highlighted and, afforded exposure to many 

of the ^smaller tenants and enhanced the overall performa^ice of the Plaza. These 

activities partirflly explain the low level of vacancies experienced by the Plaza.- 

It wa-s the management as much as any of the other factors we have noted 

that has accounted for the relative success, of the Plaza (and the failure of 

. 

the Woodlawn -Center) . The Plaza's manager has responded to" the needs of the small 
retailers in the center by utilizing a Zion subsidiary, EDTC. The ownership^ 

and management training of EDTC has been a useful mechanism for assisting local* 

* * * * * - 

perchants with little experience in operatij\g feheir own businesses. A fuller > 
^utilization of the resources of the training cinter may be acnieved by requiring ^ 
participation of certain local tenants w^ib demonstrate the tieed for such training. 

D. ' Sheffield Commercial CenterV 'A Troubled Beginulgg 

, ^e experiences of both the Woodlawn Garden Shopping Center airid Progress 
Plaza provides a useful backdrop against which we ,may .stmrniarize the history 
of the Sheffield Commercial Center ^to date'. There were important similarities 
and dif f erences§,between the development stages and timing^ for the three projects. 
The major cctetrast between the Sheffield project and tKe Woodlawn Center is 
in jegard to the extensive planning and eJjploratory work done by Restoration 
for Sheffield and the comparatively little done f or ^he Woodlawn Center. 

^ The ConSnercial Center, which is the largest of the three projects, is" 
to be ^ community center consisting of 175,530 square feet oj^ gross leasable 
area. The project is funded by a combination of private and public funds. 
Spfecial impact and private foundatj.on funds (both grapts and l%n guarantees), _ 
private bank loans, and"^ Restoration funds . have come into play. A^ie initial ^ 
estimate of the total project cost waa. $3.88 million, but in ApriJLl973 this 



estimate wAs revised to $6.95 million, an increase of over 18 percent. Approxi- 
-mately 87 percent of the increase Vas due to design changes and* 13 tjsercent to ' 
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price changes. The increase has necessitated an upward revision o£ the required 

average tenant rentals from about $5 to about $6.25 p^r square foot. 

The init^ial schedule called for construction j to start in July 1972 with 

substantial completion of the project in November 4973. At the end of our milestone 

period, July 1, 1974, the project had'iiot been completed. Expectations that the . 

center would open in November 1974 were subsequently revised to a target date m 

late spring of ^1975^ a, delay which required a fur,thei> increas.e .in carrying coets 

for the project.^ The Commercial Center .opened on. October 2, 1975. At the time 

' . ' " > * 

this evaluation ended, the' long-term viability of the center could not be deter- 

mined although the financial situation was a contimjing matter of concern. 

Restoration officials^* while recognizing the risks,* remained optimistic about 

the Center's prospects.. Reasons for continuing con(^erh; a^well as positive" 

^aspects of- the Center are discussed below. • . • 

The' exploratory phase of the Sheffield Center was thoroughly executed by 
Restoration. Sophisticated and detailed market and feasibility studies were 
conducted in analyzing the suitability of the project at its current site. The 
conclusion of these studies, of course, indicated that th^ pk)ject was a viable 
one, provided proper ^aciministrative and managerial plans were developed and 
implemented, '^^!a>^^Y jng j^T^^rtiJ'.'^Tit"'ii:^" of the project and the site 

(1) a very large market by normal industry standards, (2) perceived good relatiorfs 
between the owner and the community, (3) increases .in family income in pafft decades, 
^4) negligible local competition, (5) built-in security and safety system, and 
(6) excellent mass transportation facilities. 

Disadvantages were thotight to be mainly of a short-term nature. They 
included: (1) limited income area^, (2) instability of area due to high^crlme, 
fragmented families and inadeqtiate housing, (3), low educational and occupational 
attainment of area residents which affects earning capacity and consumption habits^ 
and (4) limited parking facilities. • \ " 

Other major element^ of the planning involved the, projected tenant mix %nd 

the center layout. The projected tenant mix for Sheffield reflects a copscioiis 

attempt to meet major retail voids in the ared. This represents a sharp contrast 

with the case of Woodlawn, where tenants were selected on an almost "anyone interested 

basis. Retail voids were identified with aid of market studies and data analysis 

done by the Economic DeVelppment Department and Restoration's Research Office. 

' 1.* In May 1973, .Foundation technical advisors estimated that monthly carrying 

costs for a vacant center the beginning of 1974 would range from $65,000 to 
'$86,000 depending upon tax ^as^essm^pt. rates. , \ 
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The ^data analysis included a computerized inveiltory of all the businesses in Bedford 
Stuyvesant; Some ^ the retail voids indicated by this study were: - 

1. major supermarkets with .reasonable prices, , 

2. clothing sh£ps with quality merchandise, and ' 

3. ^ regtaurant^nd specialty shops. 

Present pljans art to brin|g most of these sorts of businesses i^j^to the center 
including a supermarket which will be the largest in .the community, clothing stores, 
and specialty shops . 

The cehter also plans to provide other amenities which should serv^ to make the ' 
center more attractive to its clientele. There will be, for example, an ice skating 
rink, fountain, and plaza, as well as^other services. It is not clear at th*e present 
time that all of the planned amenities, including the skating rink, can providi^a net 
benefit to the project. The skating rink is not likely to generate enough revenues 
to sustain its operation and. will therefore require subsidization from the remaining 
tenants. The anticipated mix between national and local tenants is approximately 
6Q percent and 40 percent, respectively. . ^ ^ ^ \ 

The layout for the Sheffield Center is not the most common layout found in 
community centers," although it, 'is similar to some recent centers in Washington, D.C., 
San Francisco, and el^where'. Its effectivenSs at this poiivt ca«ni5t be assessed 
with any degree of certainty. The interior of the mall is aesthetically pleasing ^ 
and W sure to provide shoppeVs with. a'^pleasant atmosphe^g^ ir^^ which to shop, marking 
a sharp contrast with the decaying environment surrounding the structure. At the » 
same- time, there are basic dif f icultie's which the present layout must overcome, if 
the full potential of the center is to be realized. Among these is the visibility 
for the merchants within the centeri Most of the' shops are'not visible from the main 
streetfs or intersections facing the center. Shoppers ^have to enter the inall ariea by 
passing, between the special walkways from the street in order to see the full range 
of stores and shops within the center. 




While the extent of the exploratory investigation, preliml 
. for the Sheffield "^Center has t)e6n much more extensive than the corresponding phases * 
for Woodlawn and Progress Plaza, the timing and sequence for the Sheffield Center has • 
been unusual and symptomatic of special difficulties not disclissed extensively in the 
case studies for Woodlawn and Progress-Plaza . They center on various components of 
the financing factor, which we have seen can be especially ctitic^l for the viability 
of ^n entire project. More specifically, difficulties experienced with the construction 
of the center have proven costly for Restdration and have illustrated the interdependence 
of. factors critical for shoppiiig-'center developments 
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As was true of both of the other shopping centers, the awardlvig to the construc- 
tion contract for Sheffield Center was not based on strictly economic criteria. That 
strategy may have /neant competitive bidding or pome other process "of identifying the 
most capable contractor for the given amount^df financial outlay whiait Restoration 
was prepared to make. Instead the role of contractor was awarded to a subsidiary of 
Restoration, BSRCC, in order to provide a potentially valuable learning experience 
'to BSRCC even though they were not the ^Igwest bidder, on the job. This was in keeping 
^th. Res to rat ion' S/ intention to develop its tninorit^* contractor in:to a competitive 
an? capable contractor. However, BSRCC was noy^a^e to perform as expected, resulting 
in costly construction delays, and a shif|jj;ag ,4>f the general contractor role to anoth^ir 
Restoration entity, RDC-CC."^ At the time of ihis change, April 1973", the project wis 
seven months behind the initial schedule. / . * ^ 

Leasing .^fficulties being experienced by Restoration are partly attributable to^ 
delays in construction. Other sources of leasing difficulties stem from the posture /. 
of the AAA. companies regarding commitments to this inner-city project with^ts ^^ela- 
tively unknown developer (RDC-CC). In most commercial center developments, leases 
(or strofig assurances)- are' required prior to construction. As of July 1, 1974, 
however, only one lease had been executed for the center, although two mdre were out 
to be signedT.Many of the natijonal companies expressed to Restoration an unwilling-- 
ness to commit themselves to the "project until the physical structure was subs t ant rally. 
j:pmplete^ The prevailing attitude among some of "l^ese companies is that the project 
is identified with the poverty program and is therefore a high-risk^ venture J They 
demand, as pifcof of Restoration's capability, a physical structure whith attests to ^ 
both the seriousness, and capacity of Restoration to undertake a project of this scope. 
It has meant proceeding with the development of the center in an atmosphere of uncer- 
tainty as to the securing of lease income^ i*- 

Directly relating to the leasing problem is that of securing permanent financing. 
Of the approximately 60 percent of AAA- tenant occupied space desired by permanent 
lenders, qnly'zS percent of the GLA was leased to AAA companies. Hence, the securing 
of permanent financing is being* adversely affected by delays in construction. Added 

hese consequences are the increased overall project costs resulting from construe- 
tion delays as well as from the revisions due to design and price changes . 

There are additional problems that will need to be addressed after the center- 
opens. Among the most important o£ these, given the degree of social commitment -of 
all the CDCs as well as the overall success of the center, is some form of assistance 
to local tenants. The structure of Restoration, like .that of Zion, is especially 
suited to provide aid to local merchants. The Economic ^Development Division- can 
n — See, also, discussion of BSRCC in Chapter 2. 
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commit technical ^R^i^anagement assistance to many of the merchants in addition to 
financial assistance. Thi§*!^§|istance will incliide such services as accounting tc^ 
managerial assistance, ref inancing^5^*Ql^^ls , advertising, and sales tebhnique,s . - 
We wpuld expect thereforfe the performance o^^ocal merchants to more*nearly resemble 
that ^f locals in Progress Plaza than of those in'^fe^ Wood lawn XJenter, 

Conclusions 

Undertaking large commercial ventures has resulted in several^^iiMortant conse- 
tquences for the CDCs. Among these, is that each CDC has become more keent^^^^iiare of 
the need for extensive planning for ventures of this kind dnd has demonstrated tl 
awareness in the prepa'pations being made for future projects. Both Zion and Res- 
toration are planting to build additional commercial centers and eaclf of them is 
.undertaking sophisticated analysis of the need and feasibility of the proposed 
ventures. Restoration is developing its own research capability in part through 
its subsidiary 3 Restoration Researqh office, while Zion rs utilizing the resources 
of external firms. Success for the CDC is not guaranteed by this sort of extensive 
preplanning, but its prospects ,are considerably enhanced. 

The development of the^se firdft shopping- centers by the CDCs have also necess- 
sitated the reliance, to a varying e;Ktent, on the use of outside fin^nc^i 
techni*cal assistance! This outside support has not been^jiijif^mly^>efief icial to 
the CDCs. In Woodiawn, the shopgtng center was sjjonsored by the TWO-Kate Maremont 
Foundation Development Association/ ' tn this arrangement th^ Kate M"aremont Found/tio'n 
provided financial sujiport and planning while TWO provided ^some staff to develop the 
center. Nevither party to this joint venture raised the sorts of issues that must be 
raised concer4:iing the requirements of developing and managing, a shopping center for 
an organization the siize of TOO. ' ' 

In Restoration technical assistance was provided to assist RDC-CC in leas 

the centet. The effort did not appear to substantially speed up the leasing. Concern 

i « " ' 

was expressed at Restoration that technical advisors take considerable Jtijne-^ir — 

learning the operation rather than offering constructive advice. 

Zi.on,'oti the other hand/ was able to secure .techAi'cal assistance informally 

from a major bank, The First National Banl^^ Pennsylvania, the permanent lender ' 

for the project. The general view was^^hat this* advice. was generally helpful. This 

•suggests structuring advisor-^dvis^^ relationships in such a wa^ as to. relate the 

compensation of the technical a^visprs to the outcomes of the pr'Sl^ct in addition 

to utilizing thoee especially competent in t'heir area^ of expertise.^ 
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Having completed the present shopping center ventures has^ afforded the CDCs^ 
an exposure to tjie financial community' which is an important ste p to ward the CDC 
becoming a viable entity representing' coonnunity interests. They are developing' 
"track records", which will> make them more credible in the eyes c5f potential lenders, 
potential tenants, and cc5mmunity resident^. SJtrrong belief in the demonstration and 
substantive effects of successful large-scale projects by CDC management has motivated 
attempting^these projects. The difficulties we have noted' in connection with d|Bvel- 
oping these cen1:ei::smay^e thought of as investments in the capital stock y^f the CDCs, 
consisting of \riformai^ntac|:s, within ^the financial and byisiness communities, 
which are needed, and the' technli^alcompetencd the CDCs have acquired inputting ^ 
all the shopping center pieces together. 

One of the major lessons to l?e learned^^t^nn these proje)sts is that when 
strictly "economic" and strictly "social" goals^ ^re c^tob^ned in a .project strains 
may develop* Achievement^of the ^'social" goal of, promoting bt^ck entrepreneurs 
may b^ reached, but it must be l^uilt on a sound economic base. T^o attempt to 
develop a shopping center primarily on the strength of local inexperienced 
merchants can spell disaster both for the merchants and*" the benter as a whole. 
The Woodlawrj center did not attract enough strong national tenants to the center 
to reduce the risk of failure for the entire" projecE. Both TWO, and the merchants 
lost wh^n fhe center failed. 



In .Pfogress'i^Elaza'," attem^s were mad^ to 




a ge min ority businesses' 



by offering lower rentals than sound economics would dictate* Although the 
Pla^a experienced some loss of revenue for this policy, it was not setious 
enough to jeopardize the entire/project.. J^at may have been partly responsibly 
for the success the Plaza achieved in reaching its social goal of a^^ifliTlng local 
black businesses -was the availability of its^raining^jpriagi:'^^ The EDTC 

training and PVCC financial assistance havep^ovlded a measure of benefit to local 
businessmen. A more structured rej^a^riionship between these entities and the Plaza 
would probably enhance th0' performance of local merchants within the Plaza while 
improving the ov^ra4rir'''perrormance of the Plaza itself. • • * * 

Sistoration^ the Economic Development 'Department has become formally 
[nvolved i'n the process of aiding local tenants. This more explicit involvement 
of the appropriate subsidiary entitles in providing aasi^H^ince— for^tfe local^ 
tienants is a promising means of accommodating both, economic and social goals.* 
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^CHAPTER 6 • ' • , 

- ■ ^- ' ■' ' . ■ ■ • , ' 

SUMMARY OF OBSERVATIONS AND CONCLUSIONS * . 

The previous chapters have summarized the performance o£ the individual cotnpo- 
neiit entities and programs of the CDCs'. The quantitative information derived^from 
setting tlie milestones and recording the actual achievements relative to them repre- 
sents the beginning of an historical record p£ CDC activities and output , levels whiph 
can provide a basis for the development of reas^onable performance standards*. \ln 
Section B of this chapter we draw s<?me general conclusions from the assessments in 
the pr^evious chapters, compare CDC activities and pdlrformance , where appropriate, 
and provide a b^ie£ overview of the current status and future prospects of the three 

• CDCs. ' . . / 

feefore doing so, however, we w^ll comment "om some ke^ aspects of the context y 

and problems fafcedwby CDCs, based on our observations in carrying through this study. 
.I'n our view, these broader issyes require explicit attention if the CDC idea. iV to 

be. analyzed and evaluated property. ' / 

A Observations and Issues * ' . / ' 

t_ ' We have distinguished three general classes of va^i£\les which>rffluence CDC 
resources, choices, and resultant community outcomes: . * . ^ ' 

(1) national and metropolitan-wide changes; 

(2) external development support* institutions; and 

(3) the organization and choices of the CDCs .themselves . . 
That they are all -important is clear; but, the relative influence of each of them 
is* virtually impossible to establish in any rigorous way. While it is not sensible 
to pretend that such a precis^ calculation of influence is possible, valuable infor- 

•mation vould be derived from a thorough ,at¥alysis cff the kinds of issues raised here, 
an effort which goes beyond the scope of the present study. Although we do not 
pretend to have reached definitive conclusions on many of these issues, we do think 
it important to emphasize that the analysis of current^.perf ormance of CDCs discussed 
in Chapters 2 through 5 is not the only aspect of evaluating the CDC idea which is# 
relevant; nor is its quantitative assessment the only way to tell whether or not 
CDCs are worthy of support. \ 
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1. ^ Influence of Nationa^^frends and Me tropolltaji' Comparisons - 



eonffiiSnity development corporations -are not less , but -probably more, affected 
by the impact of^ national ^ftd broader wbanj^' changes than many o^rj^anizatioAs, These 
changes, xdii-ch the CDC has rel^ively little control, range from the obvious 

4ir^c|Xujipacts' of shifts in publ^^p^grams, such as the .moratorium on rehabilitation 
apu other housing by HUD, to the more complicated interactions with the national 
and regional economic" pic tur^. The lengthy inflation and more' recent recession 
experienped nationally, for* example, have hit poor and minority communities with 
particular foroe, exacerbating the unfavorable conditions already present. As a 
result, opportunities^ for CDCs to mobilize resources have declined while the set 
of probl^s *l:hey attempt to address has grown. ^ 

^At the same time that xhe national economic picture has tfecome bleak, the 
Federal Government has si^own increasing signs^^ backing away from the social and 
redistributive programs of the 1960s. OEO ha*s been dismembered, low- and moderate- 
income hotting programs severely ^educed, and income ot welfare support programs 
und^r serious fire. General ! revenue sharing has not been, usee) by state and local 
govei^nments to maintain the levej^s-of^^fort in social programs achieved under' 
^categorical grants,;^ nor 'Has special revenue sharing developed as a viable alternative 
-^[he^cc^bination ot directions in federal policy and national economic trends paints 
a very serious and bleak picture for both CDCs /^d t*he' communities they, syve. 

\y Tvo otTier. sets^ ojE data cpihp^risons are/pejrtinent tp ,tbe deti^rminat,ionl of >^ 
program priorities ^nd nee^is^ for ^the individual CDCs and for*.those assessing the 
programs of several cpCsT ^ They are: /y-^ Comparisons between socioeconomic cormi- 
" tions in the CDC^tfpported community .and the cit^ in which it operates and 



(2)^ compari|.0iis of- these conditions among CDC communities., ^ 



ife ^irst set of cOTiparisons^ mentioned in the introduction of the report, 



Svide a sense of hpw advera^e the ^ommimity's conditions are relative to those of 



ihe city. Relajtlvet income levels, unemployment rates, housing costs and conditions, 
and piibli^-dervite levels, fox? examgle, can be utilized as a rpugh apprt)ximajtlon ^ 
of th^relative needs in th^ local brea. The second set^ of comparisons provides * 
-^some indication of the variations in problem sets faced' by different CDCs, and 
hence*, some clues about the desirat>ility of dif:l^erent program structures imong 

0 

CDCs. The information derived ifrom both of these perspectives is iiupprtant in 

.understanding the nature of the environment CDCs operate in; 

n See discussion on pp. 5^6. Jpv 
2. Illustrative comparisons are discussed on pp.* 140-143. . 



A 
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2. Influence of External Development Support Institutions 
a. Resource Mobilization- anid Resource Allocation 

Many evaluation models ignore the .problem of generating resources by assuming 
'Wthat the organization being eval^uated is .vested in some njanner mtrh Sufficient re-, 
• sources and that its. major problem, is to make "correct".' allocation choices among / 
"activities. For a. full-scale analysis of CDCs this! approach is insufficient for 
two mi or reascM^s: (1) in many cases, funds availab>>.to CDCs are to be used fot 
' qui teV specific activities and no others (there is relatively little discretionary 
^ money); and (2) CDCs have t(? develop a resource mobilization, strategy (utilizing 

already scarce reaourqes for this purpose) which is disjtinct from its' resource 
' allocation strategy. Some managers interviewed during our evaluation' estimated 
that resource mobilization requires up to about 25 to 30 percetrt of the time of 

key staff.' * . • ^ * 

The ability of a CDC" management to respond to information aboutr^eded changes 
in programs only exists over a range of .outputs for which resources are' potentially 
transferable. In short, the CDC's range of choices ^lay ^e .constrained by the require-^ / 
ments of those providing funds rather than by their ability to identify alternaj:iVe 
output mixes and produce them. A possible solution, of cOurse, is more discretion- 
ary funds. 

However, the CDC, as a development institution, operates in a'Tt^ghly complex, 
■ — "mil^feffky interacting sys ten? in which the '-gene ration of discretio^rV fliqdp is - ' ' 
" neither assured-npr automatic'. A development institution such as a C^ is inevit- 

ably placed in d situation where it must 'perform simultaneously a dual role, since 
itl^ is not self-sufficient.. On one. hand, the CDC's planning, programming, and 
program allojcations miist relate to the needs and interests, community con- 

stituent£f. On the other hand, 'the CDG's resource, mobilizatl^^ctivity must relate, 
to development support institutions. If the. contrast between tjie views of those 
providing funds and. the" community's is sharp, " the. CDC may not 'be able to generate 
sufficient fimds to become- self-sufficient even if^aost programs are devoted to 
i 'generating revenue. While the CDC (or any other development institution) is not 
unique in having to play this dual role, the problems posed by the dual rol^s are 
•significant in an overall assessment of CDC progress ani-prflaE>ects, ; ' ^ . , 

It is not realistic to expect CDCs to generate -suffici^t'^revehues from -their * 
profit-jnaking ventures to maintain even their current staffs And adtiyity levels 

This idea is di8cu8se4 'more fully in "Program Evaluation and Policy Analysis 

of Coomilnity Development (i/^porat.ionsV*'flirvey: A. Gam,- in "The Social Economy of^ 
Cities," Volume 9, URBAN AFFAIRS ANl^UAL REVIEWS , 'Sage Publications, Inc., 1975, and 
an Urban Institute Reprint URI- 10132^ •. . ' „ ; * 

2, "An Approach to I^sue AnaWsis for CDCs ," Harvey A, -Garn, Nancy L..Tevi8, 
and Carl E. Snead, Urban Institute Wking Paper J)7l9-01-3 , August 1974. 
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.over the next few years, nor is it clear theif CDCs should do so from .the pferspec- > 
tive of trdminunity valuations. Moreover, ^ CDjC is unlikely to be vested with 
either taxing or budge,t .decision authority in| order to provide resources to allocate • 
to social programs in the foreseeable future. 1 Therefore, the separation of resource , ' 
■ suppliers to and the^ customer/clients (the cominunity) of the CI>p is likely, to con-* 

tfnue, creating possible dilemmas betwieen resotjrce mobilization and program; ' • * 

.\^. '*^alloca*tion strategies* In this" circumstance, it is important to those providing 
- \ * resources to CDCs, the)CDCs, and the communities serVecf to^ identify thqse arrange- - 
ments in which the CDC can pursue complementary reso^irjse mobili^tibn and resource 
^ aUxication strategies* or, if that is not possible, arrangements in whiqh conflicts 
' between the two can be euneliorafced,, ^ . • * ' ^ ^ 

b» External Funding Sources / , ^ ^ 
' ■ Many of the programs .yhich h^ve provided fund,s for CDCs have experienced a 
decline ^in funds. Others have changed the emphasis of their .operations which^has 
affecte^, in tutn, the allocations of funds in CDCs* T^ethousing moratorium is " " 

an example of fhe first change* The GEO Special Impact 'Progrtua- is , an example of 
the second. » * \ > ^ ^ 

• The housing moratorium frustrated the hoaaing. plans of many organisations 
in the urbrfh areas. Even in those ca^se^ where the brganizatidns were able to 
- find alternative sources, of funds, coi\siderable delays Were experienced.- in 

other cases, the moratorium created an impetus for the CDCs to shift ^.ttention ^ ' 

to efforts^ to build nioderate- tt> middle- incxime housing rather than low- income i 
housing* . \- . ' • 

The changes in tHe>OEO Special Impact Program included both a reduction of 

2 ' * '"^ 

unds and a change pf emphasis. The basic shif t ^of emphasis in GEO was t^ard 

• short-run s^f- sufficiency-- particularly through development of individual minor- 

^ ity entrepreneiir^--and^aWay from social ^programs. These attitudes are shown in ^ ' 

the Sixth Annual Report of "the National Advisory Council on. Economic Opportunity. ^ 

> ' • ~ \ ' )t . ' • ^ * 'A 

• . ^ • The're ' t^ Na tiogngl Ad visroty^ouncl 1 s ta te s : P • , ' . \ « 

The Advisory Counctl->^e ceramet therefore, Aat the broad ^ \^ ' ' , 

• ^ social development' asi>ects- of^^i^S;'^^^^ subordinated to the objectives 

^ * of establishing self-suff icexit,^u^6ssful biisinpsfl enterprises" * / 
' ■ '.capable of attracting financial, tefek:d.cal, and *dther' business ^ ' 

^ development resources Vntf providing einplo^ment for ^^r^et-area ^ ' \ 

n Thesfe ^actop account for some delay6^ iiNt^e, housing and^^reftabilitatioii^ / /. 

>Wgrams "of Soth. Restoration tbrporatior^and Th^'Wo^^ . ' \ • 

'^\Mi Qi the CDCa we have been evaluating, only the^^st oration Corporation ^ " ; ' 
' " has funds from 'the Special Impact Program. This program isxjihe major^'fmding 



source for Restgrfation. * » . * \^ . ^ V » 



residents. The^ Advisory Council teconnnends *that CDCs channel all 
funds "into, economic ventures, , and programs for theilr^support. 
T T The' Council further igrges that no ^oney granted: to- .community' - 
developtSfent corpora tioi^s be specified' for ^ social development activ- . ; 
ities; social' development programs should be' administered- by more ^ 
ap'prbpriate agencies;^ 

Such an approach can threaten the aore balanced approach to programming currently 

characterizing CDCs and lead' to expectations 'of short-run liaproveiaents in profits 

which. are ^unre'alis tic V Perhaps more importantly, program strategies consistent with 

the criteria of the Advisory CodnciJ- can j'eoj^rdize- links which 'CDCs maintain with 

their respective communities, since such links^ depend^ in part, on the coranunity's 

expectation that the CDC will continue to address itself to a range of social as 

w^ll as economic ne^ds. / , ^ ^ ' . , ^ 

A chahge of emphasis by the Foundatidn, also, exemplifies the repercussions 

external funding sources m^y have on both the organization and activities of the *• , 

CDCs. All /of the CDCs which we are evaliiating receiVe a considerable pQrtion of 

.their s*tatf support and discretionary funds from their foundation grants. The 

emphasis by the Foundation, over the course of our evaluation, on larger- sea le,^ more 

integrated development pa^ckages has resulted in an increased emphasis on real estate 

and physical dey^elopment , management cttanges> aild: mdre formal sepatation of the 

s'ocial. program eiu^iesHJ^r^^ not-for-profit) 'from ?Hfe potential profit-making 

econcraiic ahd.^hysical^ development entities. E«^h of thke CDCs evaluated htfis continued, 

.however," a broad emphasis o^ social programs as a jfte^ed complement to economicnapd 

pilysical development even though the former programs wiTH^equire continuing subsidy. 

Over time, these s/ubsidies could come from revenues' from ecorkxQi'C and physical 

development activities. * 

/x 3?he Special Impact Program Xnow Office of Economic Development,^ Community 

Services Administration) has recently emphasized gaining such revenues as the route 

to self-sufficiency. Self-sufficiency is normally interpreted as the ability of the 

CDC to generate sufficient I'e venues -from ifs for-profit subsidiaries to maintain 

itself., in the absence of public ^6r private grai\t ^support. Implications of .;^his -* - 

increased emphasis on profitability for programNopirions and choices by the CDC need. _ 

* to b^^exp Jiored I ' \ . . . i • • * 

' ^ ^ : . • • ^ • 9 • ♦ « ' " ' V * ' ^ - » i 

I. Natibnar Advisory' Council ,cn Economic Opportunity? S^ljc^h Annual Report , 
. June» 1973 , Washington; D.C^^, U*S. Gove^mment Printing. Of fice,' 1973, p.' 4. 
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Bvetyone agrees that CDC prograr^is should be efficiently run. It is not 
entirely 'clear, however, that everyone uhderstariHs "efficiency" to mean the same 
thing. From our perspective, "efficieAcy" should be broadly defined -as "achieving 
the .maximum increase in conjmunity welfare from xhe utilization of a given set of 
resources." Although it may'seem somewhat paradoxljcal, proof of maximum production , 
efficiency of each enCity of the CDC does not necessarily imply maximum efficiency 
from this broader view. Furthermore, observations about degree.' of profitability 
.of ani entity are not sufficient to prove that^the entity is n^e ssarily efficient 
in* product i^n^r, by extension, ef f iciSiTt^Tir^terms 'of community welfare,"'"' 

These factor&^need *to be stressed because some who argue for increasing self- 
sufficiency of CDCs seem t;o imply that the arguments for profit-making ventures 
in CDCsi^re, at the same time7'>N;5uments for eliminating "inefficient" social 
^^-fiqgryice programs in favor of "ef f icieih>lI,for-pr programs. There is, however,*^ 
no a priori reason to believe, thaf efficientT>,^run for-profit activities are ^ 
-necessarily superior to efficiehtp.y run not-for-pr^p&Lt activities in achieving 
^.improvements in commmill^yLwelfare. * , ' . 



Ultimately, all CDC activi^^^hould be judgpd from the Community welfare 
perspec tive--ecpnomic and social service plrogarams; for- profit 'and not^for profit 



entities. Profitability' of CDC ventured is an irisG^riimental outpfit. Indeed, the. 



self-sufficiency of a CDC is an •instrumental dutfomev^vWhether^lt^s a good or 

bad outcome depends on the uses made of the revenues by the self-suffici§ift ii^i-^ 

tutiom^ *To underl^ihe the point, tl^e community may 'place /a different relative vaKte 

oti outputs than the market or society at large, which could llecessitate some sacrifice 

in profits in order to respond*to these community valuations, Conpunity interests, 

obvibusly, woulff not be served by wasting resources; but they may not;, be swerved 

• •> 

best by utilizing scarce resources only to produce outputs which maximize profits,, 

.Social services may have a value to the community which is high enough ^hat the 

CDC shoiil4 sacrifice p*rof4.ts to' maintain" them, * \^ ' * -.^^ , . ^: 

tt. remains true, however, that the idea of self-sufficiency is a-powerful , - 
• * *' ' • ' ^ , 

one, vorking siiault^neo^sly on funding •sources '(both public^ aj^d t>tivate) which . 

do , not wanf to •contemplate perpetual support ^nd to C0C ofiipials who see- the 

>, . < ' ' ' . . ' 4 . . * , • . 

increased f lejtibiJLity and In^uraqce agaii^st adverse fuptding d6c;Lsions by ^x^^etjaaj. . 

, \ l,TheSe* points ^re d^-^cusated <at greaftet^ length in ''Prbgram EveXuation 4ind > . 
Policy Analysts of CoirajHKixty DevelopiAdnt CorporatiohsVI' ofi>r ;ci't ; . ^ ^ w . . 

1^ 2.. - We -shSw^ why -"it inherently more difficult* to *establrf.sR the degree of ' t 
.production efficiency in*maily not-jfor^-p^df it activities* Aan .iiUmany for-profit / 
activities ; in'' th.e/'P^lif^a'tion cited^V \ C \ ' , \^ * . , ^ • ^ 
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burces which would come from self-generated revenues as a great advantage. It 

sh^l^^e recognized, however, that the pursuit "of those activities with the most 
«. ' - . ' • 

profit potential is not necessarily the same as pur suin|^ those activities with the 

greatest poteittlal for enhancing .community welfare, ■ * ^ . 

* ♦ ^ "^^^-^ 

3, CDC Organisation and Some Strategic Choices 

All of the CDCs are more formally structured than they ^we re when ^e started ^ 
the evaluation, although there. is less change in R^'storatioji thaij in the others- 
sine e Jtestorat ion has been more formally structfured , throughout, Th^lncreaslngly 
formal stX^cture of the COCs permits clearer delineation of the regponslbllltles. ; * 
and goals of each subsidiary. It^ also, permits more- explicit delegation of ' 
authority to managers of the subs i^i^tries^ which facilitates >mbre consistent 

anning within '^ach subsidiary. At the same .time it Increases , the necessity , 
fof^^d^Ve^oping planning mechanisms to takd account of possibilities for joint 
action aar^»^;;siAsidlaries and minimize 'conflicts' among subsidiary objectives. 
Restoration has^^^Sr^^ this , process most completely, 1^0 somewhat ^less 

ao, and Zlon •least am[ong^^rae:::€OQs evaluated. ^, * ^ 

During this evaHiatipn mit^^e targets were developed with siibsitiia^y 
managers, but, there was no form^tfl mechwri^m estjablished tVconsldpr the joint >^ 
impllcations^^of these siibsidiiry targets on the^ over^ll^cixJ brt; ""ift the f^iture,, 
an effort should be made to Incorporate such an Extension. This would be elspecially 
usefo;l given the 'increasing pendency of the CDCs to engage ^n , larger tpcale'projects 
involving the joint ,actlvitiesr of several subsidiaries. In sucTi a situation the 
output and cost prpjectljQns of pach Involved subsidiary are, to some extent, con^ 
dltioned by progress on the joint project. ^'S 

- La^rge- scale projects provide' opportunltl^?* for joint learning and coordination 
among subsidiaries which ar?e not present In^ cclllec tlone. of smaller efforts, v They 
provide opportunities for joint ventures With es tab fished firms, yftlch also mayv ^ 
;Ea*cilltat6 learning of the detailed processes required to riiake *plte^^i:t6 go. They 
make a .ylsibl« impact on the conmunlty by offerlijg tanglb^le evidence bf positive 
activity/; which Is in sharp contrast' with the det^erlbrating physical structures 
In surrounding blocks. The; successful development, cpn^ttuctlon, and operation * 
of /^uch projects are elsd s^n as means of enhancing the credibliit^of ' the CDC 
as a development^lnstltutlon wi'^h extiemal - funding soutcfes and tn^se who might 
provide <:omplementary Investment in the comoupity. r 

^ Seine of'thfesc potential benef its are ach^va^le^ (par l^ltularly -those r.elated 
to CDC learning and coordination within the CDC) ^lethe^ or .not the , large-scale 
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project reaches its expected levels of output or commercial success. Many of the 
benefits, however, depend upon the degree .of >succe3s of the* major projects, both . 
l?i terms of outputs and their distribution, , % • * ''^ 

.The complications inherent in making large-sca^e ptojects work to produce 
revenues, ratber than serious cost overruns oft^n re^quj^res more experience and 
expertise 'with the details of a particular kind of. development than CDC staffs V 
eurrently have.. TJhe role of both the technical advisors and joint venturers is 
to provide such-^inputs . The quality of the inputs is probably ^nhaiic'ed by . the 
current efforts to tie the return to the advisors or the joint venturers t^ the 
successful >f)ufccome of the^developmen't with positive inyentives* > ^Insofar as this 
is .true, joint venture arrangements' with established firms appear |to be a Better 
alternative than technical assistance, even when the lattep is fairly continuous.' 

The^ultima^te level and distribution of -^benef itiai an^bosts of prc^jecfs of 
the scale of WCDC^T Jackson Park Terrace and .^les toration^s C^ercial Cenler cannot 
pe definitively established at. this. time. Both^iiajor projects vere undertaken* 
after considerable planning and as part of a Conscious strategy by the CDCs to 
m^e, more dramatic changes than are associated with more scattered efforts. 'The 
integrated efforts by "subsidiaries required for su9h .projepts can be \^wed from : 
|:hi3 perspective as effective utilization of complementarities among entities^. ^ 
father than increases in simultaneous risk. In Chapter 5, we note both promising 
aspects a,nd areas of residual concern. Should the promise be achieved, th^ CDCs 
would- not only- reap the potential advantages cited earlier, they would also have 
futther distinguished -this^ new institution from other, more scattered programs 
for inner-city Improvement. On tlj/e other hand, if the^ do not succeed, tlie high , 
visibility of the projects increases the lik^elihood of serious adverse criticism r 
of the CDC fiorogram* - ' , ' . . * . - ^ ' * ' ' / 

^. We ccit)c^ucie this secjtr'ionjwith some general copjments on CDC. program choices 
and bptipns. /We.did^not attempt,^ in this evaluation^ to detemlneVan o^)tlmal • 
.t)i?ogxam mix /against whiih to jurfge ' the actual progx:ams .being cohductei by'fcjijB. CDCa;. 
Rather, for* tlj^s phase of the 'evaluation, ve^took th6 cufrient; Jirpgrams as ,giy^n/%. \ . 
and evaluated their performance, h more.copiplete at\alysid-8tiati as th^^t cQtvtemplifed 
for subiiequent phases of the evaluation, would .address questicJns of th^ relative 
value of programs and' could, therefore, provide * information^ ^bout pt)ssibilitl*i'* ^ 
for. shifting funds, frdin one program to another, assuming discretionary funds were 

available.' ^ \ * ' * 

Choosing an optimal program mix for a particular CDC requires knowledge of 
se'v^Ml'sets of- .functional relationships. Thaf basic^ relationship is between costs 
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and levels of output. Once tljis 'relationship is ^own, It "can be converted/into 
further relationships -between costs and the market value of output by mu.ltiplying 
output by unit prices (^r prpies for such prices) and the conmunity value of out- 
put by multiplying^ by a meagiire of conmunity value. 

" There" is no scientific way of making trades between .the programs which are 
rated most highly on "the, criteridn of most market value per unit cqst and those 
which are rated most highly on the criterion of most 'community value p«r unit cost. 
There are/ h'owever, systematic methods for developing data which would provide 

usable inputs to CDGMnanagers, those providing 'funds , and external critics and^ 

< , 2 

supporters as they attempts to asSess the o^portuirity costs of both current ^program 
mixes and possible alternatives. These data consist of historical .records of out- 
puts and, the, costs associated^with- producing them^as -well as some means for assigning 
.community 'values. Our evaluation design includes all of these elements. In this 

• phase of the evaluation, the data on outputs are most compjefife. Further worlf*is 
•required *to get data on "the other parts' of -the overall, design.-^ Since all of these 
data, contribute to understanding what "reasonable, performance" is for such a new 

' and' highly diversified entity as a CDCj we recommend such further work. > 

.V 

.B, • Summary of Conclusions 

^ ■ 4; General Conclusions About Subsidiaries and Activity Structure 

The subsidiary entities of all of the CDCs tended to fall short of the expected 
milestones which were established for the period fr'om "July 1, 1973 to July X, 1974.. 

shortfalls ^re attributable to overly optimistic expectations, events which 
were not or could hof be anticipated' at the time milestones were set, and disap- 
pointingly" lOw.yerf o«nance- le.vea.s.\in,s.(»tte cases. ;We have made no^ attempt to • ^ 
atatisticatlly determine the Tfelative St^ep^ bf^ese factors; /Th^re' 

*is ewi-dence cited iii Chaptets 2 through l,- that each, of tfietft jJa]^ aign-ificarit. Thfe 
"discussions of'tlie inileston^^ and- achievements of. each entity qualitatively treat ^ . 
-the event;s and. circumstances fenotm tq tiave influenced performance' to'm£le-; . 
' 3 tope targets in, addition, to the quantitative a8p6'cts-, in>'^^^ . ' *; 

• . . . reikis had, developed a . practice; of Vtating optimistic .es^pectat^^^^ ; 
. In order . tq. generate '^undin'^. ..We w#fe ^not^ i)irticulatXy flt(j;p|l^ed,- Jthere^re^^^ -. 
: iit'h,:.thia 'general :Qu\fccmje.,.-al.t^o^ ?tate reaU»-:; 

t^ti miies'tbnefrw :' dtt''th6-;;other Wfiid/Ve foiiTid- little e.^iEort ^tm^lihe payf of^k \p 
;i i,; A .verai^ "of , this .kind o^" mej^sure which .we have^ suggested Is a i^ddomunity..* 
■•• welfare weight.". ' . ,' ' : " 

2. Opportunity cpsts ari? s.tated in terms of what milst.be given up or. In 
effect, traded for what is in fact chosen. ^, ^ ^ . 



managers to set unduly low targets for themselves. Recent managerial and organ- 
izational changes in each of the CE>Cs should increase the ability of subsidiaries 
to project outputs, anticipate a wider range of possible problems, and increase 
output rates in future periods . Improvements in these a^reas are needed. ' ^ 

In order t9 summarize the performance -of the CDCs In the milestone framework, 
we made three sets of comparisons of a ^representative set of 95 milestones. First, 
we compared eacH'milestone target with the previous yearis ^actual level of output. . e 
Second, we compared a9^ual output levels' in the evaluation year wicfa the correspond- 
ing output level in the prior year. Finally, actual output^rwere compared to 
targeted outputs for the evaluation year. ^ 

The results of these comparisqps show that overaii, the CDCs projected^ in- 
creased output levels in 1973-1*974 over 1972-1973 levels for about 80 percent of 
the outputs. Ac^al increases in outputs were achieved in about half of the cases'. 

Restoration C^f^orafton achieved increases over the 'l972-1973 experience -in 54 per-* 

% \ )• ^ ' ' ^ 

cent of the miles tones ,^i'compared, ^o projected increases of 80 percent* MWO achieved 

r ' ; 

increases- int^Z percent ;of the milestones, compared to projected increases of 70 
percept. Ziori showed i^e greatest relative ^siiortfall among the three CDCs ♦ V They ^ 
projected increases -in 91 percent of the milestones and achieved increases in only - 
42 percent. ^ \*^-^^ 

^ ' • •■ ^ * " * 

^The results of the third 'comparison show that targets were^ Equaled or exceeded 
in 22 of 95;cases (slightly over 22 percent). TWO's performance here .was the 
best relatively. Performance was equal to ox. better than projections in abou'^ 37 
percent of the cases. Restoration Corporation equaled or exceeded the milestone 
targets in 22 percent; <^f the :<:.ase$; Zi<m^ agatin^ ^?howed tlie worst performance, 
e^t^fing; or ;e»ceed^^^ in otAy^nine percent of the ca^'es." The . 

comparisons indicate a need for improved forward ^planning and output .estimation in 
•the CfiCs.. ' ' * * ^ • ' V , * V 

V .'For- Prof i,t ..Sub'sidi^^ *' / ' - ' * -^^ • 

v ;, * R^torati<mV the foir-prAfit diyiaUons are;t;he 'Ptiyeical l)eVelo^^^^ 
'a^a^the'Ecdnomia Develogqient Division. ,In TWOj the for-prpfit j^ntttles^ jcrfe contalnk'd* 
. in. tlx^.tfbodiwm Comnmntty^ l)evelopmerit Corporation.., ift ^ion\ the J^r^Wofit 4iH* 

•» • - • I * » V \ >'t * . »« I *. , i. - 

* . V > ' • ' , ^ . , • I • . ^ f V. . , ^ y*-" - • .C " 

'jSion^iis ZiQn^Inv68-tmeht/Asspciatfe^^^^ Relatively few of ^ the for-ptofit subsidiaries':' - 
havejmpveji* from the'; status of potential profit centers to acrtual profit centers 
during this. evaluation. . Although' few are" currently profitable, are engaged in . 
activities which are able, to 'generate "own" revenue?, .Mpst of the expected income 
for the for-profit atibsidiaries is in fees for service, with the exception, of ZlA 
;and WCDC/s conmercial enterprises. Since most of tl&e currentv activities involve 



work for the parent CDC or another of its subsidiaries, little of the :|e8sincome . 
is currently generated from community residents or directly from "outsideli sbu^ces, 
' although some of the subsidiaries have added to their "outside" work during th^-^r^ 
evaluation. ^ - " ^ • 

Little of the for-profit^ activity in the CDCs is in m^mtfacturing. However, 
ZIA, through Progress Aerospace Industries and Progi^^^^roducts Company, does . 
engage directly in light manxJtfacturing activity ./Similatly, through 'Progress 
Venture Capital Corporation in Zion, and th^^^on^ic Development Bivision of 
Bestpration, .the CDCs have some equity in^^nufactdring activity. Th^r latter 
.division, however, is now mainly focu^d on construction and retail acti^vities, ^ 
Most of the for-profit activLify in the CDCs is oriented toward real estate 
development, housing, and commercial developments. It is too early to tell 
whether the, ma j^rV and generally ne^yreal estate planning and development functions 
(Real Estate tfeiageraent and, Planning in^WQDC, RDC, and RDC-CC in^Restoration, and 
PPSC in Zion) will be able to generate subs«n^al revenues. The experience of 
PDSC is the least promising of the three.- The Re^tJ^state Planning and Development 
' function in WoodlaVn is -the newest.., » 

•fconat'riiction companies exist in Zion and Restoration.^^tie most recent 
•experience of Progress Construction Companj^ is more promising thanS^s past 
performaPce. BSRCC, Restoration's, construction company, has had difficuHx;^ 
in bot;Jh rehabilitation and new^commercial construction. Sheffield Rehabilitatton 
Corporation has now assumed the responsibility for rehab construction and RDC/ 
RDC**CC for commercial construction in the* Commercial Center^. Coventuring with 
outside flrms> in construction has produced mixed experience. TWO/WCDC has no 
ptjesent intention of operating as a 'general pontractor, so far as we know. 
. V . Pr.bperty. management is sfiowing some promise in all three CDCs, although 
the bulk the work to* da^te is for CDC-owned properties. Property Management' * 
.in.Restoration,. however, operates an FHA Securing and Maintenance contract for 
,-.a substantial profit to Restoration ip addition to managing He'storation ^^pperties. 
Progress Property Management is adtiveiy seeking outside industrial, commercial, 
a^)d housing contracts. Property managegient in TWO/WCDC has-been fully occupied 
with the attempted turn-around of Woodlawn Gardens and start-up of Jackson Park ^ 
^Terrace and has generally not sought out:;8id^ clients. ^ * , 

^ . The rehabilitation programs have had ambiguous results. To a considerable 
extent this. is because of difficulties in securing, funding, but also because of 
the costs of doing rehabilitation work once funding- is achieved. Wopdlawn^s first 
rehab package has experienced numerous difficulties; it was not yet completed at 
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the end of the evaluation. Sheffield Rehabilitation Corp^oration has energetically 
pursued and obtained conventional financing for a number of jehab sites. The ex^ 
pected average cost of these packages pe^ unit, however, is $24,703 which leads to 
a restricted market for profitable resale or lease. Zion has not engaged in housing 
rehabilitation as a program component, although the Construction Company has recently 
obtained contracts for rehabilitation work. Restoration has the only mortgage 
brokering function, Restoration Funding Corporation, in the CDCs studied. The mort- 
gage pool has not been as successful 'as most had hoped. 

Economic development lending is carried out by the Economic Development Divi- 
sion in Restoration and by Progress Venture Capital Co^pbration^ Zion.^' EDD, 
alsd, offers loan packaging, managerial and technical assistance. These latter" 
functions are split in Zion between PVCC, EDTC, and, to a very limited ^extent for 
local purposes, NPAED. Both EDD and PVCC Jiave had 'substantial losses on their 
portfolios. EDD appears to us. However, to have developed a more coherent program 
tlian PVCC and shows more promise, EDD and^PVCC had hoped to market technical and 
managerial assistance for a fee, but this ha^s not yet materialized substantially 
in, either orgjanization, 

b. Not^For-»Profit Subsidiaries 
Social Services Component 

Each of the CDCs conduct some social servic^ activities which are not expected 

' ' \ 

to generate revenues r The major programs of this sort are operated by the community 

organization of TWO and th6 Area Development/Neighbot^hood Centers of Restoration. 

.There is no analog to these activities in Zion, which ^^has tended to relx on the , 

community interest in the 10-36 plan and the local knowledge of Reverend Sullivan's 

Zion Baptist Church members. The programs of TWO and Restoration appear to be well- 

sjestablished^in^the^^ local communities. ' 

^TWO's organiz^ation appears to be a more active political force in Woodlawn^ 

than has^b^n true of Area Development in Bedtord Stuyvesaht. This difference is 

\v * / 

partly a matter of historical development and style of the two organizations and • . ^ 

partly a matter of the larger size of Bedford-Stuyvesant vhich makes it difficult 

to focus the whole community on specific issues and because Bedford Stuyvesant 

contains. many more competitive local organizations. Both of these CDCs provide^ 

a set of link/ between the community and the CDC and a mechanism for communicating 

CDC p^lans ana priorities to the coramuqity. In our interviews, both organizations 

/ ** 

1. /rWO/WCDC does not have an analogous set: pf functions. . • 
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have expressed. an awareness and concern about communi'ty interpretation of 'Jnajogr 
housing and coimerclal jJeveLopment, particulars if 'such dcvelopgiBtits tutn but^tp 
provide only nsarginal • assistance to low-incom^jpl^ople. Par.tty'^becaus.e jthere is 
no analog to these organizations in Zion, we did not develop a sense of . a structured 
view of these relationships or* concerns in Zion, 

Problems posed by possible cj^mmunity concern may prove to be more serious for 
.two's community organization than foi\Area Development, largely because of TWO* s,;^ 
more extensive past role as a protest organization. The obvious under stranding of 
the "responsiveness" isgue in bo tfa^ organizations, however, 'is likely to make .it 
possible to utilize the tension in ways which enhance both the coinpunity and the 
CDC. Both CDCs maintain that substantial social sei^ice pr^ograms in the, community ^ 
are important in their own ri]^ht.and represent a community valued complement to : 
the more obvious corporate structure and priorities in the rest 'of the CDC. 

\ Individual Grant Compor^nt 

Each of the CDCs have ^indi vidua 1 grant/contract activities funded to ' coyer . 

only opi^rating expenses and allocated overhead. These have les^ organizational 

implications in Restoration than in TWO and ZNPCT l)eca\ise ot the greatet cVoss- 

prograiri flexibility of the Special Impact gtant to. Res torsion. All of the CDCa • 

^ # •if 

are aware of the value of a more coherenf^strocture .and strategy than^» Is-Basy 

to achieve if the program elements are determined' ^?by ^ large number of independent- 

grants. ZItPCT has iriqluded, for long .time, two. major "independent grant programs, 

EDTC ^and J iPAED, both funded by OMBE. Both could^ be ^treated as somewhat independent 

entities, with.no n^essary Link tp^ other, ^ion. ac^tiytties. In p^ractlce tRere iq* ^ 

.soihe program, interaction and/Wtil recentl^, Vpnsiderable.^ae of OHBE-supportedr; . 

st^ff to carry out functions Zion.more ^nerall:?^?- 'Pro-am- oriented grant iagencies 

(as" opposed to jrhe more general grants from Special/li^piict funds}, ^ten'd* to look 

• ^ * ' ■ < ^* / ^ ; * ' 

at such interaction with disfavor, thus .limiting '.itrf possjLbiljtties'. . . 

> V ^-o *^ 

iftO, during much^ of the^ l^960s, .operated essentially %fi €Ui* ojrganizationai* 

shell for individual grants and took logger to develop , as a^ coherent org^piaatiqn 

•as a rfesult. Nevertheless^ l!^{6:has found it\!)oth necessary and desirable to 

Qontinue to ^jStirsue aome individuaf grai\t§'^^'p>ifticularly foi;*mdnpowfer Iprogramfif^.. * . 

Part 6t the intent is .clear ly ^ho^ develop some means -of mprejgerieral piirpos(^'!^ r.y^. 

support from the. grant 'funds;, but 'a majpr. fiart:.oftRe"\iAtent 'is .to conduct \ ; 

* manpower training in needed skilrlA, which -.Seretfof Ore. *had .to' lmN?uided*w'ith . • 

. : . ^ • • ^* " • > -^v,- ^- • • ' • " ^ ^ • ' 

discrete grants if' it was to/be ^uind^d 'it* all/ln Woodlawn. • : i? - . . . 
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* ^ The range of new program d^elopmental ac tivities/.xAiQh'reqxiire. at least ' "./.f '; ;^.. 
-''•temporary subsidy^. jLs great among the CDCs. Restoration 'has at tem^^ to deve.lop,- S;.'.. * , 
a major ex-o'f fender program, a sanitation company, a health fafc£lity,,-.'and .a cable ^ 

'television franchise.. > In .fhis category Zion h'as its Progress; Prop^tty .Management' • 
Company, Progress Development Services Corporation and Progress \CoTisitructxpn. ^ ^ 
Company. Many of these prog^r^^ms are expected ;to generate "owi^ revenues'\.an^^;^^ 
become ''self- sustainmg^ Dver time, Zion has ^perienced the most shifts in^'th^se'/^ 
activities! - Thev^r.e/oV^ in the Wxst, ^hen in ZIA in an att^^^'J'to /c^l^ 

all profit c.ente:rs, in vZIA, and now the-y -are back in the' Trus.t;, ,/.Thevputpose^^^^^^^^^ /'^ r 

^l^tter move, was. to explicitly recognize the'jcurrefit need for' subsidy.' i^^ 
and to jmprove ZIA's profit picture by ^theiir departure ,and/purchase? 

, In^Res toration, Arga^ beveV>pment .has viewed/Its Vol,e/as an innovator 
or *pi^ogi?ain^ofor sub^e^uent spin-off as ^ ma^r part of , 1^ functipn*^ Ttiese- new 
programs Have nQt generall^^ been implemented .d^rinjg; our evalua^tiop peri^^ altho^h^V^^ , 

some of thlem are still being actively, purs"^^,V sgcR^^ V • V 

^ * • ' ^ _ ' . ^^^'^^^^^^^ ' '.^''^ 'J V 

• center* programs, ' =^i^^o ^r^^^'^''^-''^ v'"- i^'^'-'-'S'i^/'^^^ 

* • , *^2l Some Comparisons Ainong'^ CDCs; and Overall :Assfes.^met3^t \ ;J ' ' \' 7^ f.-^L^ 
. -Ther^ has been an increasingly common definition of sj^rogram categories and ^ 
organ izati^nlal structure *among the thij^e CDCs during bur e^faluation. The majox 
component of :this common' tjhread is an interest ^n/tefl e^S^te^. dev,eiopment an a ^, ^ ^ ' /*' ^ 

V large. 6cale^ This represents a combined star^tegy; of linking interests in housing, / 
busi^ness development^, and conraierfiial developm^itt^ Int^i ^ap'ackage^^ It, alsoV represents 
^ 'shift from .the more scattered individual progr'am emphas jjg* of thfe pa£^t.i/and calls ^ ^ 

- • ' f or ^a/mor'e sbpliiVt^cateti .,orgar^ii^tional .^'trucWre; , I.t liecomes more d.iif f £'cult to say , 
wfiare bousing ^^yelx^pment " and 'economic development be^in and yle^ve ^of 

'greater .interdl'i^pendfency and coordination of '* . . , , • ^vC*" * . : >. .v 

. • -Each. of'.thife^'CDCs has a program^ 'involving major housing, ptb'j'fecta-^^-i^ * 

•Woodi^wn /Garden^: aiitf^ Jackson Park Terrace;- in P|iiladelphia, ^ZlOn GaTrdens; and in 
• *: &edford.Stu'yvesant , Site A and Site 66,, ^Each, of the CDCs has or had a .ccatimerpial , ^ *^ 

^c'e^ter -rfe'^elopment. All d*f ' the-,Cl3Qs^h^ve plans in* various stages of tompletion** , • 
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' by plans for 4 major shopfxing center ii^ West Philadelphia, and less certaitily, the 

redevelopment of. several blocks in North Philadelphia . <^ ^ \ \^ 

All three of the CtlCs have made ^ome efforts to develop lairge-scate plan? 

^>on the order of magnitude qf a new- town/ in- town. At the moment it seems unlikely 

^ that any of these plans arev likely to come ^ to fruition in the near future. On 

a more scaled d0<m level, the [pfospects/irevqiiite good, for tjp participate 
. ^. • • > ' ^ - ' ' . 

^v'l, . in. a major redevelopment b£;^.ne- 9^^^ the Restoration Corpo^rat ion to move 

' /i|o,rw»rd on the St. Jo.sepli-a^ ^rt^ We are somewhat mpre skeptical 




b6th TWiD and the Restoration "C^or havj& taken significa:nt st^ps to enhance 

their real estate 'planhing :and property development function*, while, as of this 
^dite; similar upgrading /^s not occurred in. Zion. In- Bed^or'E^^uyvesant the 
Restotiftion Development /Gorppratidn and the closely allied Restoration Commercial 
Center havft demoiistx^ated* sTgnif tcant skills and. detailed ^^^a^eness of many 

' ,9f the?complexiti€is'as5^^^^ major real estate ;dey The;Wx)odlA.wn : 

: ^ ^ V^^<, "cqttwnunf ty^^ Corporation hVa-showj, .siinila'r sophistication, Aided, by the* • 

' Cfentet^ fQr\^6mmunity (iKange^^ and Constryction of Jack&on Pafk 

. ' / '^Tettice^as well as in the/ up grading off the; real, estate planning an^J development 
- '•>;;f^*Vft^^tion "through the /hif ittg :pf ney stajEf ^clirectors^^with con'si'^erable experience 

. ' tn-their\areas'. This ^ has .noi V^ccurted^ in 'the case <xf,^^v0gTe^s Development Services, 
."/^r.' ^ -^Oti^ts. situation^tems, irr part ^..f rota". tb^ complicated managemGnt problejn, indicated 
\:j!^n Gbaptet/4r 'which cpnt^rns '.the;iac1c'' df and ihandate i^pr renl e3tate 

.l.develVprn?nt/ >^ addlt^-onal^ factp^.ja^;lich^^^^^^ to ;th^>ffortB in . : 

/.J. 'Chicago irid B^d&rd Stuyyesant ^s^^^^^ both 4JGDC; and iqjr:*'. 

^ . ^ in making/'use/fif external technical acJyiSA^^^ V -''v* ^ " 'V * ' ' / -^r* 

.tnf^Voodlawn, \ *J] 'j 

/ Bedford :?itti^s^^^ > • 

. the thxiee^oi3fltonltie$;7' Conditions in aliy.three.^X^as tre* gbyiously .WDfese thm' V * 

• ; , r;'ru,:*S'.''":Bijre'au joi ■vthe-'geniluS'^ ^hs lis . o £; ?opuli|i tion . 1970^ : Bnib loyment .Profiles 

o'l Selected Lowviiicomfe :We&s j : Piha:! Repp.rt PHC,i;3)V'2l .Ttiil#d«lplvLa o Pa . -^rea II 
, Final' Repor.t PHCC3V18 q^icaaii,' .fVl? - Apeik .ir;, ait^ iltiial R^pk^fHC:{3)-9 fiTOoklyh;- 
. Borough, Nej^ "ifork CitVl'-^ AVea/lI, -U^,* loyernin^Bit. •p.riri.lii^g xftf ic^,' Washington, D.Ci'j, , 
197?. • The areaf e6vere(d include, the* reUvaprc CDC'^ce^^ , 
exactly co^ncride. " ' . o ' ' 
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Woodl^wn is relat|.vely the worst off of the three ar^as^ with respect to employ- 
ment problems for young people and women, A very low percentage of the' labor force 
holds lobs in- the local area. The lob^ which are :held b'y the labor force J:end to be 
concentrated in low-wage job categoi;jLes . A combination of the high unemployment 
rates and low income for those who are erap^loyed .leada to very high costs as a pro- . ^ 
portion of income for eijther mortgages or xent plus utilities? In this coi;itext there 
appears to be a considerable need fotr additional job development and the development 
df' low^c6s,t,,housingvi ' \; ^' o < ^ ..y ^. . , 

The Woodlawn.Orgaiiizatlbn)' however, currently h^s no economic development 
division or,^ so far >3 we know, any^ plans .to develop one. They have made ei^ergetic 
moves iti the ax^a of manpower training whtch should help somewhat with the youth 
unemplo>nent and feraiiYe unempl6^ent problem, feut their current development plans 
do not include job development as a maj.or component. ' y 

The major vehicle for development of low-income housing was cut off bjM:he 
freeze and yithdrawal Section 236 funds by th(B ^federal government, a factor* 
which jprorapted greater confcentration 09 development of hoiising for a .higher income . • 
Taa]rket\ In-^the recently* completed major hous^Lng project, Jackson Park Terrace, . 
cunr]%nbVent-UI)';'P 4ow- income rentals. These plans'- - 

' nOjf? cafll foV approximately 80 percent market rent p*lus rent -supplement with only 
a fewC^genainelj^ low- income. m Such housing projects cannot be expected to 

have much^ tif a, direct Impact on, the low- income housing •pr9blem of Woodlawn, . 
alth6u^h{.they 'may My^: s.ome demonstration effect. 

TWO 'di^/ir^^ fpr' 4 substantial market rate tenancy 

inadvertently/ *Wth€r, they ^h^ choite* j ' 

• The first of the^e fVjisons" wa^.that rentV .above the rat,es *ach tblr^ixgh ' ^ 

, * low-income^ housing prcj^cta 'i^e;>tece|9ary to produce ^rftositlye cash flow, for ' ^ /' 
( . th^/niSoie'ct-^aft^JC aXlowan<:ev£^^ constru^tion.tbstrincreases.. , t66 second reasojti 

t ,/l is the .bneil^f ,feypre9,^ed b^, the ,p5fih<clpAlj;spdkes^^^^ 9W<5,^^that a mix ojE fe4nants, / ' 
,is;^requite'd tow^incotrre are^^ tig: order" ^p^^^5^^^^ 

- ; varidaiism or lack of^'care^ of: the UouMng stock ah^ to pt^^Xde^hiihix in^fi^ . i 

for Ip^er income suhsi<y;,2gd;''te'han5s\ .The ionger term goal .is to change, the. incotoe, ' • 
V :miX;-of- j;he^conmiutftlty. ... ' • V J * ^'^ >. 

% / V: _ Given' th6'' experience; in many ci't;ies Wlth^ public Housing ,flllpd^ s.dlely with ' < 

% io^C^iWome'.f^ which ha8'^lalmbdfe-4lway^ 4ed ia rapid' -cleteriorft'^i'on and high .. . 

' . . • ' / . ^ • , - '.^ - ' 

. ,;cfime;>rataV*\the argumjSnt inade'by .tWO maijagemeo^t/i^ lilaaaibT^ 

r i of no^^jnAjor houi^ing projects in which. su<:h a.^wide mix of,^ncbn<glf .his been sua'tatned^, ' , 

ERLC ^ • 149 . • ' . ; V , : 




^ -145 

SO we are unable to assess the effect^ d¥ the expected tenant mix on the housing 
roject. There is a danger to tjie Woodlawn Orgajiization of a loss of * community 
pport as they observe very few of the poor families from Woodlawn being 
housed -in Jac'kson ^Park Terrace. PrevailJ.ng feeling in Woodlawn is th^t ^hey have 

• ^•'a sufficiently strong community base to (explain to the community the^ rational for ^ 

* the program in persuasive way.- \ . * , . « 
<?, . In Philadelphia the communit^ served by Zion Is worst off among the three in 

terms of the educational level of the. lal?or force, unemplpyment rat^s for the kale 
portion of the labor force,* and w^ges for the female portion of the labor force 
^ t which is working. The high unemployment rates foil males coupled .with relatively , 

' Iqw education levels would suggest th6 need.for Zion programs which create jobs, 

as was part^of the initial objective of Progress Aerospace Enterprises and Progress 
Products Corporation. Although we have not reviewed the Opportunities Industriali- 

"^ '^ ^zatioit Center program in this evaluation, these data help show the-^ importance of f ^ 

* - 4, linking manpower training .programs with real jobs as in the QIC program. ' . 

; The relatively lower education levels im North Philadelphia suggest also, 
a Aeed.for an emphasis^ on education generally. There is a relatively small but 
- ' • imaginatlW ef fprt, in this dir^^^^ the.^ Progress ^duQ<ation Program.^ 

^ ' - The level/ of th^ progr^^ is Jniyt /likely' W majot; .improvements "in local 

* • education- -levels. However /.tKe degree' of cboperatiqn which appears %o have been* , 

* •genera.ted be tweeja .the Prbgress* Education. Program and the local 'public ischool . \ 

: ' . system ,i$ ^entrmiragang'. • / ' ' * • • - • 

v . .-^^ Z Bedford 5 t:uy\)^^tot Is telatiyely well-off^ compaT^d to Woodlawn and Philadel- c 
\ . 'ohia- in term^ of both male and fen^kle nftetoplb^n^^ rates,' education leVel of the 
\ 4 work Wee, and. incom^sj received wjiil^;w^^^^ VesUdents of Be'dford Stuyvesant 

also have , a Relatively* lowkr'^cq^tt;; for using* publld transportation to the usual 
/ ' place . of wofte -qbittpare^ ^to Woodlawn!. Tfiis is .'surftf fsing be'cause oh'e of the advaA- 

, ::.tages/cu8t<TOiarily.!^^^^ Wpodltfwn ls\its ease of access to the "el" and thfe 

- . ' * ChlcaWiiUs systdn, .The areas in which ?adfdrd Stuyvesant is relatively wor&e 
..^ r off relate primarily to the absence of sufficient local employment and. the htgh ' 
;cost.6f housing. This" Suggests ^that' a strategy of. job deve^lopment and substantiaj: 
increases in the low-income .^lousing stock is fppropriate for 'Bedford Stuyvesant. - - 
' -Both^actit^ities are pkrt of Restoration's current strategy^^hrough the ilousing *. 
\ Rehab Progr^^ plans for .new. housing cJonstruction, and programs of the Economic' 

... *\ -J Development Division. ; ' . / * * - - ' , 

1. This*i8- partially ^offpet by the re-laUvely lower average co^t of private 

X transportation to work in Wood].awn. * . ^ ^ . ^ 
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^ ^ThjeX current financing of pack£^es for re*habiHtat*ing'housirt6 'stocky in ; 
V R*§Xo^dtiph aver.age ol^t^at about $25;000 per bnit^ fhts rehabiliteted liou^ing, 
,therefcfre^**is liJjely to be Expensive relative to*, the ^income* pf Bedford' Stuyve^aii^ 
-V re§,d^ents, WLth tespect to the programs of '^the, Economic "De^velopment Di\^lsl6n,' ^ 

* ' V ' , ' * ' ^ , ' , ' ' . . I - ' ' \ ' * 

/■^ a major shift^ ioji emphasis has occurre^^xSince the beginni^ng of the program which • 
s *«ill ten4 to reduce the <f6o5i*t of job creatioa per dollaf of Economic Develdpinent 
^ ' Division -invfestmaivt capital* . Early experience with 1 

^^cturin|^.compajvievS, which tend to have high job creation pdtenti'al, had a higl; 
incidence of„lo^s. -As a tesu^t^of this>-plus the n^SSr emphasis oil i:he devel^ooment 
of corameircial, centers within Restorati'on as. a ^ple, the 2conomi*C' Development 
. Division t|as focused ii^' loans on retail aptlvities^.and construction companies, ^ 
; ^nei^her^ot which tend to result in a high ratio of local job MeVefopraent per dollar 
of itivestment costs. , ^, ' ' * - * ^ ^ 

3. -Sunpoary of Obgervations on l?rogress and Future Prospects - O ^ ' 

W6 come /.now to3**he oiMortant, but somewhat amorphous, pro&lem of ^^assessing ^ 
,^the overal^l organization, and pi^Lospects of the three CDCs. <The' conclusions we ofFer 
here have been readied oa the b^sts ^f an effort to understand what a CDC is lind 
some ma jorv issues associate^: with, the viability of the pDC ad an^ institutional 
form, the detailed examination of the perfortaance of subsidiary entities and* ' 
activities of the CDCs^againi^t expected, milestones, and ^observations about each * 
, CDC as a whole and 'wh'en compared'*jto the other tWo,.^ ^ • , - * T ' ' . >. 

^: ^ Where the Restoration Corporation, ^the WoK^lawn Organizat|.on, and Zion a 
and /wh^t thej^can do is* a product bf their histor^X^eir past choices,;^ and thei^ 
leadership andT^affs, It isi also, a function of ex te^hial forces beydnd the 
\contrpl of the CDCs., Of these force^, the generalized effects Tof^-chMge^/ in the 
national economic situation an^ the specific choip^ of exterftal public ana<p|lvate 
funding sources' are probably ixh^ most criticalj, although tKe efficacy of the effo?&* 
Tiinges on CDC * links 'with the communities they\serve^ - * ^ \ " 

Each Cjbc we have^epcamined, v4iile Increasingly structured in a similar way, 
is, distinct, L/The highisx degree of corporate structure ^nd approacli of Restoration 
Corporation stands out ^immediately. Hie historical origin^^of 'JWO in commiinlty 
organization, and ptotest, with a correspondingly lower dggree^fxorpoi?ate organ- 
izational^ struc^t^re, stances out. The importance of Reverend Sullivan, both his 
ence, explains a great deal about the evolut^ion of Zion and its 
rard centralization, of de'cis ions and^ relatively less lower level 
discretion thftin in th^ other CDCfe. We will not trate these histories* further here. 



\ 




.but it is important to note th«t ^tlJey^are distinct kn^ diiferers^t entijfeies^ 
spite Qf their matiSr 's-imilaritifes* ftuite rtiturally, therS^o^, One jnus't expect 



different modes df ^response- £^091 each of the CDCs |:o tihe oppor^tih^ties and con- 
straints facitig th^em a^iwall ^s different mealhs of; arctively shaping- tii^?^ Qppor- 
> . tunitie-a. and *con^ train ts, \ * | * / 

The role, of leadership is* obviously a critical' factor in determining outcomea^ 
*6ut-is*hard tc quantify. - -Of fihe tl\ree GftCe, the fT^ader^hip style of Franklin Thomas 
atxd his" top managers- seems* to be more akin to .that foun|d in a modern corporation 
thai) is true'ixf the sxther?, A clear-cut , organization structure,* vith delegated 
responsibilities and areais^of discretion, ^as ;ev>lved in RBStoration. Organiza- 
^ ' ^ * ^aini^atianal issues can be raised 



eional mebhanisms exigt thrx5ugh which inter-orga 
and '.re solved. ^ . . , ^ 

* -in Woodl^wn^ *the leadfershipN^style of the communi|ty orgs^nization period is 
fit ill strongly present wit|i a correspondingly more op^n organizational structure 
and'Style. This is currently tindergoing signifkcant ihange^ith the introduction 
' of new managers /with ej^t]ensive backgrounds "in qorporajce and bureaucratic organiza- 




developmet^t arm of TWO 



s^tfions and the mope^ormal '^trut^turing of ' WCDC as the 

Issues tend.^ be raised and resolved in\S looker, mcfre ad hoc way, i-n TWO/WCDC 
-^^tha^^-l^^Restoration. This-, als-r, is- changing put th^ process is not as complete 

as in Restoration^:!!::^ ' • I -^4 / 

In Zion,. Revekend 5ullivah*s presence ia pervaisive, although ttte Exefiutive 
Dit'ecta^ c?f ZNPCT and\the President of ZIA ha\e bad extensive managerial experienqe. 
OrTSaifizaHoiial structure^nd delegation ot res ponsibilitieia and discretion are , * 
least in evid^ce in Zion c^vthe three GDCs w\ liave examined, , 

" . The future for- each '<^f the CpCs depepds ^pprtantly on its ability to- capitalize 
on the stjrengths of their organizatidu and lejldership without losing in , other areas* 

with extern.al 
the local com-* ; 




Restoration^^ ' strength its reputation a%id eorporAte creJ^ibility w: 
' ^otifces. ' Woodlawn's atrength* is- its reputatfon ^ani credibility with 

munlty ^ , Zj^on's qttfength is the reputation and credkbility W Reverend Sullivan* 
Each CDC we *h^ive ejcamined^ ha$ provided positive ^Sdi,cations .of its staying 
pQwer in 'the face of a deteriorating national economy and the elimination and tiut- • 
back of many public and private sources o^^^^^^ort for prog tarns in minority com- . . 
imnities^,......^^ there have beeij s^yete^PotiflSis in doing* so.. We take this to 

" b^'stroiig evidence of XRKtltutlonal strength and "self-s\iff iciency" 'more "broadly 
conce.ived than the self-sufficiency jjeifived solely from the generation of current 

of its;'- Of^ the three CDCs we have examined, Restoration seems to havfe thfe^i^ost 
ititiQ^al .organizational strength and The Wbodlawn Organizatipn the greatest -Strength 
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. in^the. conanunity. .Ail of the CDCs have mgre Jormally structured the! intetnal; . - 

organization and* have enhanced managerial s^remgth during 'tjie'period of ^our- evaluation 

\ Each of .tfie crx:s will req^iire^^u^isldy, ov^r >at. IfeastJ the next fiv^ to^ten 

years, if ^even current programs and Activity, ^levels are top^be sustained^ Relatively 

few of the poteritiai; prof it' centers withi;i thB CDCs/ are currently* profitable on 
, , , • - , ^ < < • , * • » ' / . • , ^ 

the basis of revenues generated from' their own ^activities*, although many <have shown 

improvement in this respect during the f)ast y^ar, *At, the^same time; all of the" 

^ * • , ' • ♦ • ' 

I CDCs have indicated in. tl^^eir p.rogfamming^ahd ^llocatipns a strong des^ire to maintairf' 

s^ocial and social service prqg^rama which cannot expect to receive revenues. These. 

^ ^"^^^^ •^-^ " . ' ^ ' 

actiijpjlties w^ill require. lon§* term subsi4X^f©r their maintenance, .either fTom^ external 

"'sources or raternally generated, revenues, CDCs also -all , tend tp use ^the, ndt*. 

for-profit' part, of their » organization for initial development of ijew program areas. ' 
or projects. These, activities require subsidy. Some, portion of the ^aff is / " 
covered in each/CDC by functionally oriented grafts, 'such as manpower jttrograius, . 

^ S^taff continuity be[tween grants, or while *await;ing i>ayment on gfants leads to% 

further requirement f^r siibsiaies. It is unrealistic to Ixpec'f'the needed sub- ^ 

sidie§ for ^11^ of; the aititriti6s inentioped above* to be covered out of internally 

generated re venu'es. in\the oe^t ,t&rm^- or possibly even i/ the long* term.' 
* ^ ' = ' ' • / ^ ' ' » .. ' 

^ CDCs of/er an imaginative appiroadfe. to* the resolutio'ri ijof some of fchV massive 

problems facing the communities in^which they operate. ..At; tfie' conclusion ot\this ♦ 

*: evaluation, if seems cleet^ tha't'lt is unrealistic to ^e^ct -that the unaided ^private - 

market or ge^verrunents it^ urban ateas ^iU'pursue fhe resolution of these problems 

^ in ways which are necessarily superior^to the programs, of CDCs. We have notfed In* ^ 
" ' * . * , "-^-"^ ^ , . • •» 

this study both problemafir arid promising aspects 'of the operation of CDCs. 'it 

^ • * * ^ * , i • . • ♦ ' ' ^ ^ " * 

is our.iiope^thSt these observations will Kelp contribute to the design and operatit)n 

o*f programs vhicK facilitate achievements, of ^e poramon goal of Improving conditions 

• in*the conjmunities. served by CDCs. \* * t ' . ' r 
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